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NOTES OF THE MONTH 
The Fighting in Palestine 


ITH the ending of the Mandate on 15 May the Palestine 

problem emerged in simplified form as a direct struggle 
between world Zionism and the Arab world. While fighting in 
Palestine, the combatants have tried to win support from the great 
Powers interested in the Middle East. 

The Arab States, internationally speaking, are something like 
clients of Great Britain. This relationship is a dual one, and its 
other side is the privileged position enjoyed by Britain in the Arab 
world. The relationship is by no means unchallenged, and is in 
fact a principal object of controversy in Arab politics. Moreover, 
Britain’s relationship to the Arabs has not been isolated, but has 
been involved in other British responsibilities. In particular, the 
responsibility to the Arabs conflicted increasingly with that to the 
Zionist movement, another of Britain’s clients. But soon after the 
promulgation of the White Paper policy of May 1939 the Zionists 
began to transfer their affairs to the United States, which after the 
massacres in Poland became the main centre of world Jewry. The 
break with Britain became definite with the Jewish terrorist 
rebellion of 1945-47 and Britain’s decision to surrender the 
Mandate and withdraw from Palestine. 

Britain’s policy of abstention and passivity during the United 
Nations’ proceedings on Palestine was regarded by the Arabs as a 
breach of trust. This feeling was heightened by developments in 
Palestine, where the attempt by the Mandatory to keep order 

iring the period between 29 November and 15 May was con- 

lered to favour the Jews, owing to the desire of the Arab States 

avoid a direct encounter with British troops. But with the 
U.S.S.R. and U.S.A. supporting the Zionists in varying degrees, 
there was no great Power other than Britain to which the Arabs 
could turn, however unsatisfactory Britain might be. 

lhe U.S.A., on the other hand, found itself from 1945 onwards 
he patron of Zionism. At the same time, as a major world Power 

vas strategically concerned in the Middle East, which implied a 
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policy of helping or at least not antagonizing the Arabs. These 
conflicting tendencies have been personified in Washington 
politics by a real or fancied struggle between the White House on 
the one hand and the State and War Departments on the other. 

The third great Power, Russia, having no direct interest in the 
friendship of the present régimes in the Arab States or the peace of 
the Arab world, but rather, so long as it is an area of Anglo- 
American predominance, the reverse, has given unqualified sup- 
port to the establishment of a Zionist State. This policy is con- 
sistent with traditional Russian policies of support for Middle East 
minorities and encouragement of opposition and _ separatist 
tendencies there. It has not been supplemented by any military 
or para-military measures, and in view of Palestine’s geographical 
position is generally expected to remain on the diplomatic and 
political plane for the present. Russia’s attitude has inevitably 
increased American hesitancy. 

In December, January, and February, when the full force of 
Palestine Arab hostility to partition was being felt in widespread 
disorders and the gradual breakdown of economic life, the feeling 
in Washington seems to have shifted slightly. The anti-Zionist 
tendencies based on the oil situation and America’s long-term 
interests in the Middle East began to reassert themselves. The view 
was heard that Zionist spokesmen had misled America in insisting 
that Arab hostility to partition was mere bluff and words. This 
reaction was strengthened by Zionist appeals for enforcement 
action, and by the Palestine Commission’s second report to the 
Security Council, on 16 February, which contained the words: 
“The Security forces of the Mandatory Power, which at present 
prevent the situation deteriorating completely into open warfare on 
an organized basis, must be replaced by an adequate non-Pales- 
tinian force.’ 

When the Security Council met on 24 February it declined an 
American proposal that it should accept responsibility for the 
Assembly’s partition scheme. After inconclusive consultations 
between the permanent members, it was suddenly announced by 
Mr Warren Austin on 19 March that U.S. support for partition 
had been withdrawn. He proposed instead a temporary United 
Nations Trusteeship for the whole country. The Council on | 
April adopted two resolutions proposed by the U.S.A. for the 
negotiation of a truce and for the convening of a special meeting 
of the General Assembly on 16 April to reconsider Palestine. 

In the meantime the Jewish military position in Palestine had 
steadily improved. Not a single Jewish settlement fell to the Arabs; 
progress was made in widening the Jewish area of control in 
Jerusalem and in re-opening the Jerusalem-Tel Aviv road for 
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Jewish convoys; and finally on 22 April Hagana overran the Arab 
quarters of Haifa, and during a five-day truce negotiated by the 
British military commander the greater part of the Arab popula- 
tion of 70,000 evacuated the port. By 15 May the Arab resistance 
movement inside Palestine had collapsed. There was a well- 
defined area of Jewish control which included the most important 
parts of the area assigned to a Jewish State by the partition resolu- 
tion. There was no corresponding area of Arab control. 

On 14 May a United Nations commission was still negotiating 
for a truce and the General Assembly was still debating a ‘Trustee- 
ship for Jerusalem when Vaad Leumi in Tel Aviv proclaimed 
the establishment of a State of Israel. A few minutes later President 
Truman announced that the U.S.A. recognized the ‘provisional 
Governmen as the de facto authority of the new State of Israel’. 
Not even the U.S. delegation at Lake Success had received prior 
warning of this step. It was welcomed with excited surprise by the 
Jews. Some Americans expressed satisfaction at having got in 
ahead of the Russians, whose recognition of Israel did not follow 
till 17 May. Arab reaction to it was summed up in the protest of 
an American, the new President of the American University of 
Beirut, who wrote to the New York Times that the Arabs ‘had for 
weeks negotiated with confidence in the good faith of the American 
delegation which was trying desperately to arrange a truce in 
Palestine. In the very midst of those negotations word arrived of the 
President’s action. . . . The only comparable situation in our 
recent experience was the attack on Pearl Harbour while Nomura 
and Kurusu were supposedly conducting discussions in good faith 

1 Washington. On that occasion we were on the receiving end— 
ind we did not like it.’ 

At dawn on 15 May regular forces of Egypt, Transjordan, Iraq, 
ind Syria began moving into Palestine. By 21 May the Arab Legion 
had driven back the Jews from the northern outskirts of Jerusalem: 
the Egyptians had occupied Gaza and Beersheba and the strategic, 
well fortified Jewish settlement of Deir Senid, and several times 
raided Tel Aviv from the air. The Syrians were fighting around 
Samakh, south of Lake Galilee. It was understood that British 
Officers of the Arab Legion, including its commander, Brigadier 
Glubb, were with the Legion in Palestine. 

Meanwhile the U.S.A. had demanded that the Security Council 

ould declare that a ‘breach of peace’ within the meaning of 
\rticle 39 of the Charter existed in Palestine. When it came to a 
vote there were only 4 votes for the resolution, the rest abstain- 
ing, and a resolution was adopted calling on all Governments and 
authorities to issue cease fire orders to their military forces, to 

ecome effective within thirty-six hours. 


re 


IRDADILCY 
Liviwuir 


LUE ANT | 
ii Gt 


AAI LA 
Ui ins 


PINIVERCITY NE 


Witit¥eiiwvii i 











230 NOTES OF THE MONTH 


Spain and Marshall Aid 

Spain’s inclusion in the Marshall Plan has recently become an 
issue in the British press, but it seems likely that official circles in 
Spain have for the moment abandoned hope of obtaining American 
help. How desperately Franco needs Marshall aid is evident from 
articles that have appeared in the Spanish press under his pseu- 
donyms, and particularly from a recent interview he gave to the 
Manila Chronicle, in which he described Spain’s exclusion from 
the Marshall Plan as a ‘moral monstrosity’ that would react to the 
detriment of Europe. In the same interview he said that the 
United Nations, on its record so far, had nothing whatever to offer 
Spain, even were she invited to join the organization. Although he 
is entitled to this view, Franco’s statement smacks somewhat of 
sour grapes. In rather similar vein was the sudden signature of the 
Franco-Per6n Protocol. Negotiations for a Spanish-Argentine 
agreement had been dragging on for several months when the 
United States Congress’ vote to include Spain in Marshall aid was 
quickly followed by a reversal of this decision on 1 April. To 
counteract the bad effect on Spanish morale, since spirits had 
risen with the earlier announcement, Argentina’s terms were 
precipitately accepted and the agreement announced two days later 
amid much publicity. The full terms were not made public until 
1 May, when the extent of Argentine gains became apparent. In 
return for the short-term advantage of deliveries of meat and 
wheat to Spain, Argentina will acquire a hold on Spanish industry, 
which, in the view of many Spaniards, will eventually reduce 
Spain to the status of an Argentine colony. Argentina is not in a 
position to supply either the products of heavy industry, such as 
rolling-stock, or the fertilizers that Spain so badly needs and which 
can only be obtained through Marshall aid. It seems probable that 
Franco could at any time obtain this on certain conditions, but at 
present he feels himself so strong politically that he is not for the 
moment prepared to compromise in any way. 

The failure of the Communists to win the elections in Italy 
came as a great blow to Franco. He had counted on a Communist 
victory in Italy, and on Spain, in consequence, becoming a 
strategic bastion of the United States in Europe. United States 
help would then have been available to restore Spain’s worn-out 
transport system, which is now the Achilles’ heel of her economy. 

Franco’s opponents are divided in their views on Marshall 
aid to Spain. Some strongly oppose all help on the ground that it 
will turn Franco’s one nightmare, the present economic situation, 
into a rosy dream and will thereby remove the last shred of hope, 
already negligible, of getting rid of him. Others advocate help 
being given unconditionally in the hope that it will provide the 
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thin end of a wedge which might eventually open the way for 
democratic ideas. Franco’s hopes are at present centred on the 
return of a Republican candidate in the U.S. Presidential Election 
in the autumn, and a consequent change in policy towards Spain, 
at any rate to the extent of a private loan. Although the possi- 
bility of such a change in policy undoubtedly exists, with the 
present development of American bi-partisan foreign policy it is by 
no means a certainty, unless, of course, strategic needs at any 
moment become an overriding consideration. 


The Congress of Europe 


The Congress of Europe which met at The Hague from 7 to 10 
May was in many respects a remarkable gathering. The eight 
hundred members of the Congress included twenty-two ex- 
Premiers and twenty-eight former Foreign Ministers. Although 
each member represented no one but himself, the Congress did 
constitute an astonishing cross-section of European opinion, 
consciously expressed perhaps for the first time on such a scale, and 
ranging from the syndicalist element in the French delegation to 
the Conservatives, who were strongly represented in most of the 
delegations, as were the Liberals, Trade Unionists, and Socialists. 
Despite this wide divergence of view all were united in a common 
desire to find a way of avoiding a third World War and at the same 
time improving the economic lot of their fellow-countrymen. To 
achieve this they expressed a wish to see the European nations 
‘transfer and merge some portion of their sovereign rights so as to 
secure common political and economic action for the integration 
and proper development of their common resources’. 

After discussions, some of which lasted throughout the night, 
the Congress adopted unanimously a series of resolutions, one of 
which demanded the convening, ‘as a matter of real urgency, of a 
European Assembly chosen by the Parliaments of the participating 
nations, from among their members and others, designed (a) to 
stimulate and give expression to European public opinion; (0d) to 

ivise upon immediate practical measures designed progressively 
to bring about the necessary economic and political union of 
Europe; (c) to examine the juridical and constitutional implications 

ising out of the creation of such a union or federation and their 
economic and social consequences; (d) to prepare the necessary 
pians , 

At no time did the Congress assume the aspects of an anti- 
Russian demonstration, but many who took part in the discussions 
were obviously imbued with a desire to provide a rallying point for 
those who, conscious of their European heritage, seem determined 
to unite in a dynamic union of free peoples in a free democracy. 
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COMMUNIST STRATEGY IN 
LATIN AMERICA 


|: seems a far cry from the prosperous bustle of the young cities 
of Latin America and the primitive majesty of the forests of 
Amazonia, the llanos of Venezuela, the pampas of Argentina, and 
the lofty plateaux and loftier peaks of the Andes, to the troubled 
scene of post-war Europe. Yet the apparent stability of Latin 
America, with its relative remoteness from the world’s storm centres, 
is apt to be deceptive. The position which it commands in world 
strategy is an important one, and its great neighbour in the north 
has not been the only great Power to realize its potentialities. Soviet 
Russia has been showing increasing interest in it. It is an error to 
assume that Communist strategy, like the attention of an individual, 
can only be applied to one object at a time. The intensification of the 
Communist issue in Europe has, in fact, produced a corresponding 
intensification of Russian designs in Latin America. It is now no 
exaggeration to state that Communism has become the most funda- 
mental issue in the politics of the western hemisphere. It is symp- 
tomatic of the trend of events that a resolution calling the attention 
of all the American republics to the growing internal menace of the 
Communists was adopted unanimously at the Ninth Pan-American 
Congress at Bogota which was so summarily disrupted by a local 
revolutionary movement. 

The background against which these developments are taking 
place is one of impressive dimensions. Latin America comprises an 
area of some 8 million square miles and is made up of twenty 
republics at varying stages of cultural, economic, social, and 
political growth. The short-term view of the importance of these 
republics lies in their international voting power, in their produc- 
tion of food, raw materials and, specially, of war materials such as 
copper and nitrate, and in their degree of solidarity with the United 
States in a future war. From a long-term view, the whole area is one 
of immense possibilities as a centre of vast economic expansion and 
increased population. Brazil, the largest of the republics, is to be 
ranked only after the U.S.S.R., China, and Canada in the size of its 
territory, and with favourable development might support a popu- 
lation of 400 million. The European is sometimes too mindful of 
what still remains primitive in the life of the Latin American 
countries and sceptical of their ability to achieve so great a destiny. 
‘Brazil’, it has been remarked, ‘is a country which will always have a 
destiny before it!’ Yet it must be remembered that these countries 
only achieved political independence less than 140 years ago, and in 
many respects the rate of their development has been remarkable. 
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Since the great revolutionary movement which gave the Latin 
American republics their independence, revolutions have been 
endemic on their soil. But just as the initial revolution was purely 
political in its essence and brought with it no real shift in the sources 
of economic power and social influence, so the subsequent revolu- 
tions have been predominantly the outcome of personal rivalries and 
sectional interests. Violent changes of government are apt to take 
place without reaily affecting the life of the community. But grave 
social and economic problems at the base of the republics’ national 
life are still unsolved. There are therefore good grounds for believ- 
ing that Latin America may now be on the threshold of far-reaching 
revolutionary changes in the economic and social field comparable 
in importance to the political changes at the beginning of last 
century. 

It is in the light of this analysis of Latin American affairs that 
Soviet Russia sees her hour of opportunity. To attempt to assess 
the strength of the different national Communist Parties on which 
she can count to carry out her designs is difficult through lack of 
complete data, but it may perhaps be of interest to examine the 
course of Communist development in the more important of the 
Latin American countries as a preliminary to forming some view as 
to Russian strategy in that area as a whole. 

Mexico has frequently—though often deceptively—appeared to 
be the most suitable natural centre for Communist expansion 
throughout Latin America, and the political ideology which prevails 
in that republic is sometimes loosely referred to as Communist, or at 
least Socialist. In actual fact it is neither. Mexico is the one country 
in Latin America which justly prides itself on having carried through 
2 revolution which is something more than a palace revolt, and on 
having worked out a new political ideology which, though Left- 
wing, owes little to the creeds professed in Europe. ‘The Mexican 
Revolution began in 1910, and after a period of bitter civil war 
emerged as a movement of social reform involving the smashing of 
the power of the feudal landowners and of the Church in favour of 
the Indian peasantry. 

The attitude of the Mexican revolutionaries towards Soviet 
Russia has varied between enthusiasm and disillusionment. 

\iexico was the first Latin American country to establish diplo- 
matic relations with the U.S.S.R. in 1924, only to break them off 

gain a few years later and not re-establish them until 1943. Yet, 
ough she did not recognize the U.S.S.R. during those years, her 
ors stood open to political refugees from Europe varying from 
eon Trotsky to the innumerable sects of the Spanish Republican 
\fter the arrival in 1943 of Oumansky, the Soviet Ambassador 

one of the most able and trusted of the Bolshevik old guard, 
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Mexico became the centre of intense diplomatic activity and the 
undoubted base for Communist expansionist aims in other Latin 
American countries. The death of Oumansky in a plane crash some- 
what checked this tendency, and it would seem that the most 
influential Communist leader in Mexico since then has been 
Vicente Lombardo Toledano. This vigorous personality actually 
disclaims membership of the Communist Party, but he has 
scrupulously followed the successive twists of the Communist 
Party line and is the leading spirit in the Confederacién de Traba- 
jadores de America Latina, the Communist federation of trade 
unions which is a powerful influence in the life of a number of other 
Latin American republics. 

In the spring of 1942 « secret congress of Communist leaders met 
in Mexico City to work out plans for military action in the strategic- 
ally vital area of the Caribbean. In addition to Mexico, the Com- 
munists could count on a friendly base in Cuba, where the Com- 
munist Party had enjoyed legal status since 1939 and where the 
Cabinet included three Communist Ministers. Military plans 
included measures for combating the German Fifth Column which 
was suspected of harbouring sabotage designs against the Panama 
Canal, and the formation of cadres of volunteers, chiefly from 
amongst the various political refugees from Europe, many of whom 
had valuable experience in guerrilla warfare. There is good reason 
to believe that this military organization is still in being and has 
played its part in fomenting the recent anti-American riots in 
Panama. The chief thrust of the Communist offensive, however, 
would seem to have shifted from the Caribbean area to the south— 
to Brazil, Uruguay, the Argentine, and Chile. 

In Brazil the Communists possess a leader whose prestige and 
popular appeal as a national figure recall those of Marshal Tito, the 
Communist soldier-hero of Eastern Europe. This is Luiz Carlos 
Prestes, whose epic march at the head of a handful of rebel soldiers 
from south to north across Brazil’s vast territories has become one of 
the nation’s sagas. Prestes began his career as a captain in the engin- 
eering corps of the Brazilian Army and first came into prominence 
when he joined a military revolt in 1924. Starting from an obscure 
town in Southern Brazil Prestes led his column on a trek which 
lasted for more than two years and covered territory extending over 
more than 26,000 square kilometres, finally bringing those who sur- 
vived to safety over the Bolivian border. This trek was far more than 
a large-scale guerrilla operation. His aim, as he later expressed it, 
was ‘to awaken the population of the interior, to shake them out of 
the apathy into which they had sunk, to kill their indifference to our 
country’s fate. Mine was above all a political and social task.’ So 
well did he succeed in his mission that he won for himself the 
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popular designation of the Cavalheiro da Esperanca, or Knight of 
Hope. 

While in exile Prestes met the Argentine Communist leader, 
Rodolfo Ghioldi, and began the systematic absorption of Marxist 
doctrine which he then continued in Moscow. In 1935 he returned 
to Brazil and made an unsuccessful attempt to oust the President, 
Getulio Vargas. He was condemned to a long term of imprisonment 
and his release in 1945 was the occasion for nation-wide rejoicing. 
So effectively did he reorganize the Brazilian Communist Party 
that after nine months’ work he was able to secure 600,000 votes for 
his candidate in the Presidential election. The electoral strength of 
the Brazilian Communists is naturally greater than the strength of 
the Party itself, but the latter may now be estimated to number 
perhaps 200,000 members. Nor may all these be considered as well- 
trained and doctrinaire Marxists. Prestes has always favoured 
admitting fellow-travellers into the Party, providing its leadership 
remains in trusty Marxist hands. Nearly three-quarters of the Party 
members are workers, but there is also an influential sprinkling of 
intellectuals and scientists such as the atomic expert, Dr Mario 
Schoenberg, novelists such as Garciliano Ramos and Jorge Amado, 
and painters and musicians like Portinari and Francisco Mignone. 

The growth of the Brazilian Communist Party has been due not 
only to the compelling personality of its leader, but also to the broad 
non-sectarian programme which it has advocated. This has included 
attractive features like the formation of one-family farms and the 
introduction of an equitable system of income tax with which to 
finance reforms in education, health, and road construction. Prestes 
has made it clear that his party favours the speedy industrialization 
of Brazil which, in common with other Latin American countries, 
must first pass through the phase of capitalism in order to create a 
strong proletariat, which in turn will create the conditions necessary 
for the triumph of Marxism. 

For over a year now the Brazilian Communist Party has been 
declared illegal, though its hold on the country is too secure to be 
shaken off by the mere passing of legislation. In Uruguay, Brazil’s 
small but progressive southern neighbour, where constitutional 
liberties have always been held in high regard, the Communists are 

lowed to operate legally, and there is evidence that they have been 
making considerable headway. Uruguay would seem at first sight 
to be less promising soil for revolutionary agitation. Thanks to the 
comprehensive and remarkably enlightened social legislation intro- 
ed by its great President, Battle y Ordofiez, the workers are 
itively well off. But the followers of Battle have tended to neglect 
work of party organization, and the Communists have been 
owed to gain a firm foothold in the Uruguayan trade unions. The 
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Party is winning converts too amongst the intellectuals, although , 
counter-movement has now been launched to arrest this trend. 
Eugenio Gomez, the Party’s leader, has little of the glamour or the 
belligerent spirit of Brazil’s Knight of Hope. 

The attitude of the Argentine towards Communism is equivocal 
and by no means corresponds to the popular conception of Perén as 
a Fascist dictator. Two days after his inauguration as President in 
1946 Perén took his opponents aback by announcing that diplomatic 
relations were to be established with the Soviet Union. Perén’; 
hold on the country is largely based on a demagogic exploitation of 
his popular appeal to the working classes, and it would no doubt be 
unwise to risk alienating their sympathy by adopting too hostile an 
attitude towards Soviet Russia. The Communist Party is therefore 
still allowed to function in the Argentine. Another consideration is 
that, as the natural rival of the United States as the chief influence 
in Latin American affairs, it is not unnatural that the Argentine 
should wish to make its own terms with the Soviet Union, how- 
ever much General Per6én may be personally opposed to Con- 
munist ideology. Estimates of the strength of the Argentine Com- 
munist Party vary between 53,000 and 120,000. 

No such delicate handling of the Communist question is apparent 
in Chile, where social and economic conditions are such as to make 
the menace of Communism a very real one. At the moment of 
writing the Party is still legally tolerated, but discussions have been 
going on for some time regarding its suppression, and a number of 
its leaders have already been placed under restraint. A leading 
American authority on Chile has described conditions prevalent in 
that country as follows: ‘Here there has existed a New World 
country with the social organization of Oid Spain; a twentieth cen- 
tury people still possessing a feudal society; a republic based on the 
equality of man, yet with a blue-blooded aristocracy and a serviie 
class as distinctly separated as in any of the monarchies of the Old 
World.’ It was only as a result of the rapid growth of the nitrate and 
copper industries in the early part of this century that the old feudal 
structure of Chile, reminiscent of that of pre-war Hungary, has 
undergone certain modifications. The growth of the Chilean Con- 
munist Party during the inter-war years culminated in the victory of 
a Popular Front President in 1938 and was followed by the inclusion 
of three Communist Ministers in the Cabinet. By a cynical display 
of opportunism the present President, Sefior Gonzalez Videla, has 
now abandoned the Popular Front policy and initiated a determined 
anti-Communist campaign at home and championed the Latin 
American anti-Communist cause in the deliberations of the United 
Nations and the Inter-American Conference at Bogota. But the basic 
causes of social and economic unrest still remain in Chile, and 














COMMUNIST STRATEGY IN LATIN AMERICA 237 


Communism continues to exercise a strong appeal not only 
amongst the underprivileged rotos but also amongst the profes- 
sional classes. The State educational service has recently been 
purged and the country’s foremost Communist Senator and one 
of her most talented lyric poets, Pablo Neruda, discreetly with- 
drawn from public life. 

It was in Chile, it will be recalled, that there occurred some 
months ago the episode of the expulsion of a number of Yugoslav 
Communist agitators and the breaking off of diplomatic relations 
with the Slav States accused of furthering their subversive activities. 
These events served to focus attention on another powerful weapon 
which Soviet Russia wields in Latin America in addition to the con- 
trol of the various Communist parties—the Slav communities. 
About one and a quarter million Slavs—Russians, Ukrainians, 
Bulgars, Poles, Yugoslavs, etc.—reside in Latin America. There are 
Slav communities in Chile, Bolivia, Paraguay, and Uruguay. The 
largest, numbering about half a million and composed mainly of 
Yugoslavs, is in the Argentine. Some of these Slavs have been in 
their adopted countries for a great number of years and not a few 
have achieved wealth and influence in them. Others live in fairly 
compact communities which often occupy strategically important 
positions. The population of Commodoro Rivadavia, Argentine’s 
only oil-field, is mainly composed of Yugoslavs who have been 
subject to intense propaganda in favour of the Communist régime 
now in power in Yugoslavia. Many of these Yugoslavs have been 
encouraged by Marshal Tito’s Government to pay a visit to Yugo- 
slavia, and it is feared that they will be indoctrinated and trained 
there before they return to Latin America as fully-fledged Com- 
munist agents. 

Not all members of these Slav communities, of course, are in 
favour of the Communist régimes of their countries of origin. The 
Yugoslavs of the Argentine, for instance, are divided into three 
groups. There are the Ustashi émigrés, the remnants of the war- 
time quisling régime of Ante Paveli¢, whose long record of crime 
nd treachery tends to be overshadowed by their present anti- 

ommunist fervour. There are the supporters of Marshal Tito’s 
Popular Front. There are also the supporters of the Croatian 
Peasant Party and other democratic groups who are equally opposed 

both of these extremist parties. Nevertheless, it may be reckoned 
that about 60 per cent of all the Slavs in Latin America have now 
been brought into the pro-Commuunist fold. The significance of this 
vill be realized when it is borne in mind that in the case of the 
\rgentine the Communist Party can count on the co-operation of 
some 270,000 allies of the Slav Union which has been built up 
through the energy of its leading spirits, Ante Tuli¢, Christo 
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Gonevski, and Stanislav Kovalovski. These developments have not 
unnaturally alarmed the Argentine Government, which decided to 
strike a blow at the Union last February by closing down its printing 
press. The extent to which the Union has become a political rather 
than a purely cultural or racial organization is illustrated by the 
fact that it actually includes a group of non-Slav but pro-Com- 
munist Lithuanian colonists. 

Soviet Russia’s realization of the valuable role which the Slav 
communities in Latin America would play dates back to the congress 
of Communist leaders held in Mexico City in November 1941, 
when the new line of Communist strategy following Russia’s entry 
into the World War was laid down. ‘There it was decided that the 
Slav organizations should be developed separately from the local 
Communist organizations so that in the event of the latter’s sup- 
pression some form of machinery should still remain intact. A year 
after the congress in Mexico City, a Co-ordinating Committee of 
Slav Organizations was set up in Montevideo to operate according 
to the directives received from the Slav Committee in Moscow. 
Contact was to be maintained with Moscow through the Russian 
diplomatic missions, whose interest in the welfare of their fellow 
Slavs and in the promotion of cultural relations would provide suit- 
able cover. 

This promotion of cultural relations takes the usual form of the 
issuing of reviews and other literature, the organizing of exhibitions, 
and the formation of societies and institutes ostensibly aiming at 
closer mutual understanding. Although Marxism has not been 
without its influence on the art and literature of Latin America—as 
the frescoes of Orozco and Rivera in Mexico, the architectural 
experiments of the Brazilian Niemayer, and the writings of Neruda 
and many other authors indicate—the cultural approach appears to 
be the least effective weapon in Russia’s armoury. As one Monte- 
videan newspaper pertinently observed recently: ‘It is difficult to 
believe that a Government which deprives its own citizens of the 
right to cultivate personal relations with the citizens of other States 
can be sincerely interested in fostering cultural relations with the 
States themselves.’ 

Informed opinion in Latin America, in short, suffers from few 
illusions as to the nature of Soviet Communism and its designs in 
the Western Hemisphere. But the bulk of the population of 
the Latin American republics is uninformed and economically 
neglected and looks increasingly to the Communist creed for its 
salvation. Moreover, amongst those who rightly. appraise Com- 
munist designs there are not a few who are unscrupulously deter- 
mined to turn them to account for their own purposes and to 
exploit the ‘Communist peril’ as an excuse for arrogating to them- 
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selves dictatorial powers and postponing the urgent solution of their 
countries’ underlying ills on the ground that any reform is the thin 
end of the Bolshevik wedge. Every omission or blunder on the part 
of their own administration is explained away as the work of agents 
provocateurs. ‘The break-down of an over-burdened electric plant 
or the defects of an antiquated railway system are attributed to 
Communist saboteurs. The most striking manifestation of this 
tendency occurred at the time of the tragic rioting in Bogota last 
April. The savage outbursts of popular fury following the assas- 
sination of Sefior Gaitan, the Liberal leader, were at once attributed 
by certain politicians anxious to find a scapegoat to Communist 
machinations. The Communists may well have attempted to gain 
what advantage they could from this sudden release of revolution- 
ary violence, and doubtless Soviet Russia was anything but dis- 
pleased to see this sanguinary setback to hemisphere solidarity. 
But there seem no grounds for supposing that the disturbances 
were planned to give the signal for risings in other republics. 
The dictatorial Government of Natalicio Gonzalez of Paraguay, 
who had been ‘unanimously elected’ last February in a one- 
candidate presidential election, lost little time in announcing 
that a Communist revolt, designed as a protest against the grant- 
ing of concessions in the Chaco to American oil interests, had 
been simultaneously nipped in the bud. Chile followed suit by 
revealing that seditious plots had been discovered in the armed 
forces and by speeding up measures for declaring the Communist 
Party illegal. Thus the Communist bogy is serving to bolster up 
those reactionary and dictatorial elements in Latin America which 
have too often retarded its progress towards a stable democracy and 
now appear to moderate opinion in the light of at least preferable 
alternatives to the more thorough-going dictatorship of the Com- 
munists. 

The problem facing Latin America, then, is how to take the 
essential safeguards against Communist subversive designs without 
sacrificing constitutional liberties or neglecting the urgency of 
setting about a radical solution of the deep-seated causes of social 
and economic unrest. To exaggerate the danger of Communism is 
scarcely less dangerous than to underestimate it. Reactionary 

oliticians may so weary public opinion with cries of ‘Fire!’ on 
every flimsy pretext that the imminence of the real conflagration, 
when it comes, will pass unheeded. Yet it must be realized, on the 
other hand, that in the Communist Parties and the carefully regi- 
mented Slav communities of Latin America Russia does possess a 
potential Fifth Column far more effective than any the Nazis suc- 
ceeded in putting into the field. Wise statesmanship will accept 
these realities as a challenge to set its own house in order along lines 
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best suited to the genius of its own people. Mexico has already begun 
to trace out an original and effective path of her own; the Aprista 
movement of Haya de la Torre in Peru is moving in the same 
direction; Uruguay is following a course of enlightened social pro- 
gress more closely related to European ideas yet peculiarly her own. 
Europe, all too pre-occupied with her own troubles to give to Latin 
American affairs the close attention they deserve, cannot but wel- 
come such exertions as another timely contribution made by the 
New World to help redress the threatened balance of the Old. 
J. H. 


BELGIUM’S PROSPERITY 
SOME PROBLEMS OF THE FUTURE 


HE man-in-the-street in Belgium betrays a certain jubilant 

interest in the material shortages which the erstwhile proud 
and imperial British have to undergo. A concierge whom I met in 
Brussels complacently registered the opinion that the British were 
‘pouilleux’ (paupers). It is common to hear that England lost the 
war. But among responsible business men a very much higher 


respect exists for Britain’s economic power; and anxiety is directed 
by contrast rather to their own position. Britain’s problems are in 
the present; she is battling against them now. Belgium’s lie in the 
future. Despite her swiftly restored prosperity and high level of 
production—over 10 per cent above pre-war—Belgium looks to 
that future with some misgivings. 

The fact is that what one gains on the swings one loses on the 
roundabouts: Belgium has concentrated on the production of con- 
sumer goods rather than on the capital re-equipment of her 
factories. In addition she has not economized in man-power. The 
Antwerp newspaper La Metropole, for example, writing last year, 
finds little difference in wholesale prices between Belgium and 
Holland, but attributes differences in retail prices to the fact that 
in Holland the class of middlemen is better organized; this recalls 
M. Spaak’s cry that there are in Belgium ‘100,000 tradesmen and 
intermediaries too many’. The 1946 Report of the Société Générale 
puts the matter in a nutshell: ‘We must ask ourselves’, it says, 
‘whether our apparently improved level of life is not the result of 
an economic policy which sacrifices the future to the present.’ 

The occasion of these misgivings is defined further on in the 
Report. Prices of Belgian goods are higher than those of her main 
competitors—Britain among them. The disadvantages of the situa- 
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tion, the Report says, are not immediately apparent because to- 
day ‘the element of contest in the market is less in price than in 
date of delivery’. Soon the sellers’ market will end, and high-priced 
Belgian exports will be the first to suffer. What are the reasons, I 
asked repeatedly during my stay in Belgium, for such excessive 
prices? ‘he answer to that question—which takes us behind the 


dazzling shop windows—is vital toa proper evaluation of Belgium’s 
economic recovery. 


INTERNAL ECONOMY 


The most common reason given, and that favoured by industri- 
alists, is high cost due to high wages—wages, that is, including 
‘social’ expenditure. For the whole cost of the post-war system of 
social security is placed directly on employers and employees, the 
former contributing 154 per cent of their total wages bill and the 
latter 8 per cent. And that is not all. There are next the vouchers 
for household re-equipment. A sum of six milliard franes (£34 
million) was allocated to provide the poorer half of the population 
with certain household goods free, as supplies of them became 
abundant on the market. ‘This sum is to be repaid over a period of 
ten to fifteen years by a levy on employers of 14 per cent a year of 
total wages. Again, a special holiday allowance was enacted, of 
{3 11s. 5d. per worker per annum, and then doubled, and the cost 
of that too is paid by employers—1 -25 per cent of the wages bill. 
‘The recent Annual Report of the Société Generale for 1947 adds all 
these percentages up: 154, plus 1-5, plus 1-25, plus 3 -95 for holi- 
days with pay (ten days a year), plus 1 per cent average outlay on 
compensation for accidents, plus a 3 per cent tax on exports (to 
establish a fund which will be used mainly for workers’ housing). 
Total expenses, the Report calculates—27-25 per cent. It then 
goes on to compare index numbers of wages in Belgium, Britain, 
and the United States. Taking 1936-38 as 100, it finds that wages 
in Belgium at the end of 1947 stood at 394, whereas the British 
index had only reached 231; the Belgian index number reflects the 
23 °2 per cent of salaries contributed to social insurance, holidays 
with pay, etc., as against the British figure of 5 -8 per cent for the 
same purposes. 

The second reason given for high prices, the reason this time of 
the financier, takes us back to the Gutt Plan, which by reducing 
large incomes has, it is claimed, prejudiced capital investment. 
When Belgium was liberated in 1944 she was found to have a cur- 
rency swollen to 188 milliard francs—three times the pre-war 
figure. M. Camille Gutt, then Minister of Finance, introduced a 
measure blocking go per cent of all moneys, leaving 10 per cent 


free, together with 2,000 francs per person in notes. This brought 
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about the following situation: 72 milliard francs were ‘unres- 
tricted’ and 105 milliard were blocked—42 milliard (or 40 per 
cent) ‘temporarily unavailable’ and 63 milliard (60 per cent) 
‘finally blocked’. ‘The 40 per cent were progressively released as 
production recovered. The 60 per cent were converted into an 
‘emprunt d’assainissement monétaire’, which can best be trans- 
lated as ‘loan for restoring the currency to health’, a loan paid off 
partly by a tax—“‘impét d’assainissement monétaire’—raised on the 
securities of the loan itself (in other words, cancelling those 
securities) and partly through special taxes levied on specie, used 
to redeem the loan to certain categories of holders designated by 
Ministerial decree. Thus all the ‘finally blocked’ currency re- 
mains in the vaults of the Banque Nationale; and the consequent 
debt was reduced by means of these taxes from 63-5 milliard to 
53°3 milliard at the end of 1946, and to 44 milliard at the end of 
1947. 

These ‘finally blocked’ sums would have gone, our financier 
argues, largely to savings, thus restoring the proper balance be- 
tween capital and consumption expenditure. Indeed, inadequate 
re-equipment of industry, through inadequate investment, is the 
chief cause of concern among Belgians to-day. There is no exten- 
sive plan for development comparable in scope with the Monnet 
Plan or the Cripps Plan. The powers of the Ministry of Re-equip- 
ment do not compare with those of the corresponding Ministry in 
Holland. Investment is largely, as in the United States, by private 
persons and private bodies. Banks are restricting credit in order to 
prevent inflation. The Government has raised minimum cash 
reserve requirements in the banks to 50-65 per cent of demand 
liabilities; and the Central Bank discount rate has been pro- 
gressively increased to 34 per cent. Any substantial rise in invest- 
ment thus depends upon savings (or taxes), and with wages more 
than three times their pre-war level, profits are only 171 per cent 
and dividends 96 per cent of the 1936-38 figures. Thus, even 
allowing for undeclared profits (Professor Baudhuin estimated the 
total income from irregular activities in 1946 at 25 milliard, or 
about a seventh of the total national income) and for hoarding (the 
proportion of bank deposits to fiduciary circulation was down from 
go per cent pre-war to 60 per cent in September 1947), total income 
from profits and securities is at least not sufficient to restore the 
volume of investment normal in times of economic expansion. 

But the fact that profits and dividends are low cannot be attri- 
buted to the Gutt Plan. Currency circulation has risen once more 
to 150 milliard francs, so that any initial setback to savings ought to 
have been made good by now. Similarly, high prices, which go with 
high costs, cannot in the last resort be attributed to social security 
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expenditure, seeing that Britain and France bear equal if not 
greater expenditures in that direction. The index numbers of 
wages quoted from the Report of the Société Générale are most 
misleading in attributing to the Belgian employer an expenditure 
on social security measures four times as great as that of the 
British; for although the cost of such measures does not fall 
directly on the British employer to the same extent, they are in 
fact paid for indirectly by him, as any comparison between, not 
money wages as such, but real wages in Britain and Belgium must 
show. 

Where then must we seek the cause of high prices in Belgium? 
There is one basic industry which is generally admitted to be 
working unsatisfactorily, and that is coal. Equipment badly needs 
replacement and modernization; and, more significant, there is a 
grave shortage of man-power in the industry. Between May and 
October last 35,000 German prisoners of war left the coal face for 
repatriation. ‘Thus—despite an increase in foreign workers of 
nearly 30,000—the total number of miners employed fell from 
120,256 in April to 114,334 in December. Output of coal per day 
during that period fell correspondingly—from 87,000 tons to 
82,300. And the price of coal increased by 7-3 per cent. The not- 
able fact is that the number of Belgian citizens working in the 
mines has decreased by fully 20 per cent since 1939. 

This lack of man-power in Belgian industry is general. And the 
U.S. State Department, in its study of the European Recovery 
Programme, explains that ‘one cause of man-power shortage in 
Belgium] is the fact that some thousands of people have left the 
labour market to engage in temporarily more profitable activities’. 
Belgium enjoys in general an economy de luxe. Not only is there a 
superabundance of surplus distributors, but there are orchestras in 
every café, delivery boys in every shop, and luxury products and 
luxury imports such as Buicks, Cadillacs, nylons—costs that an 
austerity economy like Britain’s does not carry. The excessive 
division, too, of industry and commerce among small entre- 
preneurs impedes rationalization of the processes of production. 
(hese costs, of an overcharged distributive trade, of a productive 
organization that is too loose, not tightly integrated, bear upon 
prices. 

How is Belgium to meet these problems? M. Max Buset, Chair- 
man of the Belgian Socialist Party, suggests in a recent article in 
Le Peuple that tradesmen whose declared revenue is insufficient 
should be deemed to have proved their social inutility and be 
struck off the list of their trade. Certainly control of some sort is 
necessary—control of imports, licensing of production, Govern- 
ment initiative in enforcing a higher degree of organization in 
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industry, the hunt after the spiv. But although a Socialist js 
Premier, the Catholics share office in a Coalition Government, and 
the only two approaches to measures of nationalization are, first, 
the system for making good the losses suffered by the poor coal 
mines out of profits enjoyed by the rich ones (generally deemed to 
have failed as a method of keeping coal prices down), and secondly 
the proposal that the Government should double the capital held 
by the Banque Nationale, and thus become the preponderant 
shareholder. More control measures are being visualized (you can- 
not now import a private car costing more than {500). But gener- 
ally, faith is placed in two events which are ripening in the field of 
external relations—the Marshall Plan and Benelux. 


THE CUSTOMS UNION 

The Marshall Plan, it is hoped, will provide capital equipment 
for Belgium’s heavy industries; and Benelux will both provide 
a wider internal market for Belgian production and tighten up 
the Belgian productive system by close competition. The economic 
union begins with the establishment of free trade within the 
Union, and a common tariff at its frontiers. Next, excise duties and 
purchase taxes have to be assimilated. The third stage will be the 
assimilation of currencies, the necessary levelling of prices and 
consequently of wages, and, by gradual stages, common action in 
the provision of credit, subsidies, aids to industry, etc. Difficult 
readjustments can be spread over considerable periods. There is no 
reason why certain tariffs should not continue to operate between 
member States. The German Zollverein in the last century had 
barrier posts with Uebergangsabgabe on beer, malt, meat, alco- 
hol, and other things, to allow for the different excises that still 
prevailed in certain States. Even Luxembourg does not impose ff 
Belgium’s tax of thirty francs a litre on alcohol, so that a tariff 
cordon is necessary to raise that levy on alcohol entering Belgium 
from the Grand-Duchy. In fact Holland and the Belgo-Luxem- 
bourg Union have agreed to fix minimum prices on a number of 
commodities, to ease the immediate burden of competition. These f 
adjustments can be controlled. Nevertheless it remains courageous 
and far-seeing of Belgian statesmen to enter into economic union 
with the brilliant Dutch economy. For it means deliberately sub- 
jecting their own producers to a testing competition (Dutch shoes 
are half the price of Belgian shoes; Dutch coal, artificial silk, and 


certain textiles used before the war to compete with the Belgian F is; 


products; Dutch meat, butter, and cheese are a menace to Belgian 
farmers); and that too at the height of Belgian prosperity. 

Even more courageous is Belgium’s desire for a wider Customs 
union, embracing the whole of Western Europe. Belgium’s, like 
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Britain’s, is a processing economy. She lives by trade, importing in 
peace-time half her foodstuffs and three-quarters of her wheat. 
She wants to compete fairly and not against Customs tariffs. In 
return she will subject her economy to the painful stresses that 
ypen competition must mean for her in the near future, and allow 
those stresses to enforce the austerities and reorganizations her 
industry requires. ‘This progressive standpoint enables Belgium to 
take a rational view of the problem presented by the Marshall 
Plan. M. Lambilliotte, Economic Adviser to the Prime Minister, 
has recently stated that in his opinion the Marshall Plan must fail 
in its intention of restoring the European economy if it is used to 
reconstruct the self-contained competing national economies with- 
in the European boundaries as they existed before the war. There 
s no time between now and 1951 for waste and overlapping. 
Europe must pool her resources. A common tariff, currency, 
communications, and investment policy must be adopted. And 
Britain, the land of Socialism, whose prestige gained in the war 
ind post-war years is outstanding in Europe, must give the lead. 

It was pointed out to M. Lambilliotte that Britain cannot pool 
resources to enable fellow members of the Union to import Buicks 
ind Cadillacs. Was Belgium prepared to take the necessary 
measures of control? Most certainly, he answered. Belgium’s work- 
ig class movement is politically mature. It has a rare power of far- 
sighted decision, illustrated in its resolution that the 3 per cent on 
exports, which M. Spaak had suggested might be used for workers’ 
ousing, should be devoted instead to investments in industry—a 

tal sum of over £7 million. A Conseil Général de l’Economie for 

Belgium is in process of legislation, on which workers will sit 
side by side with the owners and managers. It was the Belgian trade 
inions that asked for a conference of trade unions on the Marsh- 

Plan. They understood this need for economic union. M. Spaak 

closely identified with the trade unions, and the Belgian 

momy is ripe for the necessary measures of control. It is up to 
Britain to give the sign. 

{nd for the British it is worth noting that behind the evidences 

f self-indulgence, the uneconomic practices, and the high prices 
‘the Belgian economy there lies a very considerable strength and 
ty. The fact that since the war Belgium has granted credits to 

eign countries totalling some £75 million has not favoured a 

luction in prices. ‘Each time’, stated an article in Le Soir, ‘we 

ie credits . . . we accentuate our own inflation.’ The 1947 
.eport of the Banque Nationale states that no further foreign 

edits should be granted. “This sum (the £75 million already 

nted) anyhow constitutes, both absolutely and therefore a 
ri relatively, by far the most important contribution made by 
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any of the States in Europe, including the United Kingdom, to the 
common work of financing international trade and redressing the 
economy of our continent.’ (The emphasis should be on the words 
‘trade’ and ‘Europe’; for there is otherwise Britain’s financing of 
imports into Germany and the work of investment carried out, for 
example, by the British Overseas Foodstuffs Corporation, to take 
into account. ) 


FINANCE AND TRADE 


The financial situation of Belgium is very sound, too. This arises 
partly from the fact that, for a variety of reasons, she has been able 
to import on a large scale since the war. Her surplus of imports over 
exports from the outbreak of war to the end of 1947 has been about 
£388 million in value. This she has paid for, leaving her total 
balance of gold and foreign holdings not only undiminished but 
actually increased, and having used only £50 million of the dollar 
loan (half from the United States and half from Canada). The 
question of how she paid for the rest has exercised many minds. 
Her chief invisible assets are her investments overseas which, 
unlike Britain, she did not spend during the war. The slender 
expenses of the Belgian Government-in-exile were carried almost 
entirely by Treasury Certificates on the Government of the 
Belgian Congo. After liberation Belgium was tremendously assisted 
by the fact that the United States made up its adverse Lease- 
Lend balance with Belgium (incurred during the period when 
Belgian territory was freed and able to contribute its services to the 
war effort) by means of normal exports, intended to restore the 
Belgian economy, yet coming under the heading of Lease-Lend. 
In fact the Allied High Command authorized imports totalling 
£40 million under the Military civil programme, more than half 
of which was Lease-Lend. Then came the pay of Allied troops, 
which, by the end of 1945, totalled £46 million. For the rest (apart 
from services such as insurance, bankers’ commission, tourism’) 
interest on investments abroad (including the Belgian Congo) and 
return of capital—a non-recurring invisible export—must have 
made up the balance. At any rate the Banque Nationale reports 
that, whereas gold holdings have decreased since 1945 by nearly 
£35 million, holdings of foreign currency have risen from {20 
million in 1945 to £32 million in 1946 and £69 million at the end 
of 1947. Gold holdings amounted in the middle of 1947 to £174 
million. 

There remains the dollar situation. The Belgian dollar deficit 
in the first eleven months of 1947 was {97 million. Nearly a 


1 These services, including soldiers’ pay, reached by the end of 1946 £117 
million. 
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quarter of the country’s imports come from the United States, and 
scarcely 4 per cent of her exports go there in return. Holding 
balances of foreign currency that are inconvertible into dollars, 
Belgians feel hardly used. They should perhaps blame, instead of 
France and Britain, the £2,500 million a year favourable balance 
of trade enjoyed by the United States. In any case, to suffer from a 
dollar deficit appears to be the lot of every trading country in the 
world except Malaya, Cuba, and Japan. Belgium has the problem, 
like every one else, of gradually redressing that account as time 
goes on. 

Meanwhile, if her high-priced goods have a hard battle to face 
when the buyers’ market begins, she has a good start in that con- 
test. Her prices seem to be now finding stability where those of 
other countries, owing to fiscal troubles, are still rising. Belgium is 
very proud of the strength of her currency, and M. Spaak boasts 
that her franc is the second or third best money in the world. 
Supplies are sufficient to allow rationing controls on foodstuffs 
(not very tight at the best of times) to be gradually removed: meat 
was freed in February, butter is to follow in May, and sugar in 
July. At the same time a ten-year plan of capital re-equipment has 
been announced, with plans to spend the equivalent of {2,000 
million—an average of {200 million a year—of which some {800 
million will come from the State and {1,200 million from private 
investors. This is almost exactly the proportion of total national 
income (17 per cent) that the United States invests, though less 
than certain other West European countries, and compares with 
{2,390 million given as an estimate of the need made in the 
monthly Bulletin of the Banque Nationale in March 1947. 

High internal prices in Belgium mean unequal distribution of 
resources, and that usually means pressure on wages. Success in 
freezing wages was marred by the strikes at the beginning of this 
year, involving 140,000 men, 85,000 of whom were miners. If such 
pressure is resisted (within bounds) and some reduction is achieved 
in the consumption of luxury goods (‘incentives’ though they are), 
and if, above all, Belgium succeeds in allocating an adequate effort 
to the renovation and modernization of her productive equipment, 
then her way via the Marshall Plan to continued prosperity and 
final equilibrium seems reasonably assured. What Professor Varga 
would say about her prospects when the days of over-production 
arrive is outside the field of this article. Perhaps that can be left to 
Benelux, M. Spaak, and the post-war association of neighbours in 
Western Europe committed to the policy of full employment. 


J.D. K. 
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THE OUTLOOK IN CHINA 
TRAGEDY OF A DIVIDED COUNTRY 


HE sessions of the First National Assembly under China’s 
newest Constitution came to an end on the morning of 1 
May. They were marked by numerous brawls and quarrels, in- 
cluding a sit-down strike by a number of candidates who claimed 
that they had been elected but deprived of their seats. It should be 
explained that the National Assembly is not China’s Legislature. 
It is rather a glorified Electoral College, whose functions on this 
occasion were confined to confirming the Constitution which was 
drafted at the end of 1946 and has been, on paper at least, in force 
since 25 December 1947; and to the election of a new President and 
Vice-President. The Assembly is an unwieldy body of 3,045 
members, supposedly ‘elected’ on the basis of one delegate to 
about half a million of the population. Many electoral districts, 
however, did not contain a fraction of this population; many others 
were in Communist hands, and represented by delegates who had 
certainly not been elected by their constituents, but were, pre- 
sumably, nominated by the dominant party, the Kuomintang. 
Attempts by the Assembly to assume legislative functions, to 
amend the new Constitution, and to impeach various officials, 
especially high military officers, led to acrimonious and often unruly 
debates, but failed in their objectives. The new Constitution was 
ratified as promulgated. Generalissimo Chiang Kai-shek, after 
publicly announcing that he would not be a candidate for the 
Presidency, was re-elected to that office by 2,430 votes out of an 
attendance of 2,779. Interest then turned to the election of the new 
Vice-President, for which office there were a number of candidates. 
After the first vote the choice was limited to General Li Tsung- 
jen, Dr Sun Fo, and General Cheng Chien. In the final ballot, 
which was decided by a majority, General Li received 143 votes 
more than Dr Sun Fo. The latter, although in the past he has been 
regarded as more liberal than most of the Kuomintang leaders, had 
the support of the ‘old guard’—the more reactionary elements— 
and of the Generalissimo. When the stage was reached where there 
were only two candidates in the field—General Li and Dr Sun— 
intense pressure appears to have been applied by the Kuomintang 
leaders in favour of Dr Sun Fo. Charging that his supporters were 
being intimidated, General Li withdrew his candidature, but was 
eventually persuaded by the Generalissimo to allow his name to be 
reinstated, and finally won by 1,438 votes to Dr Sun’s 1,295. 
General Li was formerly a member of the Kiangsi clique 
triumvirate—Generals Li Chi-shen (Li Chai-sum), Pai Chung- 
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hsi, and Li Tsung-jen. All three were expelled from the Party in 
(929 for revolting against Generalissimo Chiang Kai-shek, but 
were pardoned and reinstated in 1931. General Li Chi-shen is at 
resent in Hongkong attempting to organize an anti-Chiang Kai- 
shek movement and is proscribed as a rebel; General Pai Chung- 
isi is Minister for National Defence; while General Li Tsung-jen 
intil now has been Director of the Generalissimo’s Headquarters 
in Peking. 

The position of Vice-President of the Chinese Republic, like 
that in the United States, carries very little power or respon- 
sibility unless the office of President is vacated during his tenure. 
[he significance of General Li’s election is that he is openly 
ypposed to the reactionary elements who now control the policy of 
the Kuomintang and have the Generalissimo’s confidence, 
including the so-called C-C clique (the clique headed by Messrs 
Chen Li-fu and Chen Kuo-fu), which is commonly regarded by 
many Chinese and foreign critics as anti-Liberal, anti-foreign, and 
monopolizing party patronage. As the second figure in China’s 
ficial hierarchy he is expected to engage in an open struggle to 
reak the stranglehold that certain Kuomintang leaders, including 

Chens, have retained over the party for a decade or more, a 
stranglehold to which many Chinese attribute the Generalissimo’s 
liberal policies and his hesitation to adopt root and branch 
methods in such problems as army reform. Generalissimo Chiang 
s said to have been opposed to General Li’s candidature not only 

cause of his liberal views, but also because he had intended to 
nominate General Ho Ying-chin as Premier, and a top military 

ijumvirate would excite domestic and foreign criticism. General 
Ho, like the Generalissimo, received his early military training in 
Tokyo, and was on the staff of the Soviet-controlled Whampoa 
Military Academy. In a recent visit to the States he was reported to 
ive identified himself with the Oxford Group and the moral 
irmament movement. But his reputation during the long periods 

held office as Minister of War, and later as Commander-in- 

ef of the Army, was certainly not that of a liberal. The present 
mier, Chang Chun, who formerly held the rank of General and 
s also educated at the Tokyo Cadets’ Academy, has been better 
wn as an administrator than as a militarist—as Mayor of 
} Greater Shanghai, as Foreign Minister, and as Governor at dif- 
rent times of Hupeh and Szechwan. In contrast with General 

Ying-chin, who has been regarded as the leader of the right- 
ng military clique, he was identified with the so-called ‘Political 

nce’ clique, a middle-of-the-road group, which derived most 
ts support from returned students from America and Japan and 
m China’s leading business-men and industrialists. If the Presi- 
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dent is forced to the conclusion that the selection of General Ho 
as the next Premier would be inexpedient (it would almost cer- 
tainly be resisted by the new Vice-President and the Legislative 
Yuan) the choice may fall upon Dr Wang Chung-hui, a brilliant 
Kuomintang elder statesman. 

The Legislative Yuan, which is in effect China’s Parliament, 
should have met on 5 May, but bitter disputes over the claims of 
non-Kuomintang candidates to be seated seem likely to postpone 
its opening for several weeks. The trouble has arisen from violation 
of an understanding that 150 seats in the Yuan were to be allotted 
to representatives of minor parties, such as the Democratic 
Socialists and the Young China Party. In defiance of this under- 
standing Kuomintang candidates stood for election in constituen- 
cies earmarked for the two parties mentioned, and by using the 
party machinery secured majorities. The result is that the two 
minor parties have only obtained 22 out of the 150 seats allotted to 
them. Their insistence upon the.implementing of the under- 
standing by which they were to secure 150 seats has produced a 
serious crisis in Nanking, and the suggestion that the membership 
of the Legislative Yuan should be increased in order to accommo- 
date them has been rejected. Dr Sun Fo (son of the late Dr Sun 
Yat-sen), after defeat in the Vice-Presidential election is reported 
to be campaigning for re-election as President of the Legislative 
Yuan. 

Do the meeting of the National Assembly, the ratification of the 
1946 Constitution, and the election of a President and Vice- 
President of the Chinese Republic really mean that a new leaf in 
China’s troubled political history has been turned? That, of 
course, is the propaganda line adopted by the Kuomintang. There 
are frequent references in the inspired press to ‘China’s First 
Constitutional President’ and the inauguration of a ‘Constitutional 
Government’. But one does not need to be a cynic to discount 
these pretensions. The Constitution just adopted is the eleventh to 
have been promulgated since the overthrow of the Manchus in 
1912 (excluding separatist Constitutions issued in Canton, and 
so-called ‘Organic Laws’). All these Constitutions have contained 
similar guarantees of freedom of speech, residence, and assembly, 
and immunities similar to the British habeas corpus principle. 
Most of these guarantees have, however, been ignored in practice. 
The newest Constitution not only repeats them but adds that ‘the 
people shall have the right of election, recall, initiative, and 
referendum’—one of the late Dr Sun Yat-sen’s pet programmes. 
In a vast country with an estimated population of 463 million, of 
whom probably 80 per cent are illiterate, it is fantastic to suggest 
that citizens can at present exercise the rights referred to above. It 
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would take years to organize an effective system for popular elec- 
tions, even if the whole country were peaceful. Elections, usually 
accompanied by disorders and wholesale charges of corruption and 
intimidation, have been attempted in several large cities. But most 
of the Chinese attending the National Assembly, and those who 
claim membership of the Legislative Yuan, are nominees of 
Kuomintang organs, and the blow struck at that party by General 
Li Tsung-jen’s election to the Vice-Presidency has already resulted 
in his unsuccessful opponent, Dr Sun Fo, calling upon the party to 
adopt the Soviet system of discipline and organization to restore 
the dominance of the party machine. 

The monopoly of the Kuomintang was supposed to terminate 
with the ending of what was described as the ‘period of tutelage’. 
But it is so strongly entrenched in power, with its Gestapo-like 
secret police and its intolerance of criticism, that real democracy in 
China remains a dream. The re-election by such an enormous 
majority of General Chiang Kai-shek as President, even by a 
packed Assembly, must be regarded as evidence of his personal 
popularity with his countrymen. But it might have been better for 
China had he adhered to his decision not to seek re-election, had 
favoured the selection of a civilian successor with power to purge 
the inner circle of the Kuomintang, and had concentrated his 
entire energies upon military reform. 

Disaster after disaster has overtaken the Chinese National Army 
during the past few months. Manchuria is, to all intents and pur- 
poses, lost. Red armies have occupied large areas in Hopei, 
Shantung, Shansi, Shensi, and Honan, and threaten to irrupt into 
the Yangtze Valley. Not only have scores of towns and villages 
been lost during the early spring campaign, but it is estimated that 
110,000 Nationalist troops have been captured or annihilated, with 
immense quantities of arms and ammunition. In a farewell address 
to Members of the National Assembly the Generalissimo rebuked 
them for believing that he had painted too rosy a picture of the 
Government’s position, and assured them that he would exhaust 
every ounce of his strength in crushing the Reds, even ‘though I 
die’. A Shantung delegate immediately took issue with the Presi- 
dent, asserting that Nationalist losses in his province had been far 
sreater than admitted, and that the Generalissimo was being mis- 
led by his subordinates and advisers. A glance at the map would 
seem to support this view. At the end of February the Red Gen- 
erals Peng Teh-huai and Wang Cheng opened a successful cam- 
paign for the recovery of Yenan, the former seat of the Communist 
Government, destroying six Nationalist reorganized brigades 
under General Liu Kang. Attempts by General Hu Tsung-nan to 
retrieve the position by rushing reinforcements from North- 
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western Honan were offset by a lightning Red drive which iso- 
lated Yenan from Sianfu, the capital of Shensi. In March another 
Red Army under General Chen Keng captured Loyang, strategic 
city in N.W. Honan. It was retaken by Nationalist forces but again 
lost early in April. In Shantung another Red General, Chen Yi, 
got astride the Tsinan-Tsingtao Railway, and the Nationalists 
found it necessary to abandon Weihaiwei and Lungkow. Tsingtao 
itself is now threatened by the Reds. At the same time Red forces 
under General Su Yu have been operating with partial success in 
Northern Kiangsu, and have even reached the northern bank of the 
lower Yangtze. 

A situation so menacing will not be retrieved by the handing 
over of American guns, tanks, and aircraft to the Generalissimo. 
Much, if not most, of the equipment now being used by the Reds 
consists of weapons and stores captured from Nationalist forces. 
A thorough reorganization of the Nationalist Army, accompanied 
by reforms in the administration for which there is increasing 
clamour, offers the only hope of countering the Red menace. 
China’s crack American-trained and equipped divisions have been 
decimated during the fighting in Manchuria. The Nationalist 
Army is a conscript force, and the system of conscription, like so 
many other Chinese systems, is riddled with corruption and 
nepotism. Few of the commanders in the field are efficient or 
honest leaders and most of them are ignorant of strategy, tactics, 
the problems of supply, and the use of modern equipment. Many 
of them ‘pad’ the strength of their supposed units in order to draw 
pay and rations for 25 to 50 per cent more officers and men than 
they actually command. 

The Chinese soldier properly trained, clothed, fed, and equipped 
is a first-class fighting man. Great Britain occupied Weihaiwei only 
in May 1898, but two years later a Weihaiwei Regiment trained by 
British officers and N.C.O.s rendered an excellent account of itself 
in the attack upon the Boxer garrison of Tientsin walled city. It 
was, of course, composed entirely of volunteers, and there would be 
no lack of volunteers for the Nationalist forces today if they were 
assured of adequate pay, food, and clothing, and of considerate 
treatment in the event of wounds or sickness. But at the present 
moment even the poorest Chinese coolie is inclined to regard con- 
scription into the army as a death sentence. There is no proper 
medical service to care for the sick and wounded, and no proper 
system of pensions for the permanently disabled who survive. 
Thousands of men, many of them farmers whose work is of vital 
importance to their country, are dragged off for military service 
and never heard of again. An army of doomed men cannot be 
expected to possess the morale and stamina essential for operations 
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against skilled and desperate guerrilla forces. Military reorganiza- 
tion requires the replacement of a large percentage of the present 
senior officers by honest and efficient commanders, and the train- 
ing of a corps of efficient N.C.O.s who take a real interest in the 
welfare of their charges. 

Mr William C. Bullitt, former U.S. Ambassador to the U.S.S.R. 
and to France, who is a strong advocate of American military 
assistance to China, estimates that military reorganization would 
require the retirement of half the Generals and a third of the other 
officers as incompetent or corrupt (or both); reduction of the rolls 
of the Army by half, first by removing non-existent troops, and 
secondly by disbanding those of inferior quality; quadrupling the 
pay of officers and men afd doubling their rations; and the severe 
punishment of all officers convicted of graft. These reforms are 
easier to talk about than to implement, for to the incompetent and 
corrupt Generals their armies are a lucrative racket. They have 
never been national forces in the sense understood in Britain or 
America, but bands of personal retainers. Attempts to disband 
them would probably result in a series of dangerous mutinies. 

The idea which has been spread by Communist sympathizers 
that China’s Reds are su generis—harmless agrarian reformers, 
brimful of loving kindness for their fellow-Chinese—is at variance 
with the facts. There is, of course, an ideological leadership, 
inspired by, if not openly assisted by, Moscow. But a considerable 
portion of the so-called ‘Red’ Armies are difficult to distinguish 
from bandits. Their advance is marked by looting, burning, 
sabotage, and destruction, by the suppression of freedom of speech 
and publication, and by vicious hostility towards the Christian 
churches (Catholic and Protestant) and the United States. Scores 
of Roman Catholic priests, monks, nuns, and converts have been 
murdered or subjected to intolerable indignities wherever the Reds 
have extended their control. Judicial murders by so-called People’s 
Courts follow each encroachment into Nationalist territory. To the 
best of the present writer’s belief there is not a single example of 
revival of industry and of public utilities in the cities which have 
been occupied and pillaged by the Reds. Even those that have been 
peacefully occupied, such as Harbin and Dairen (once one of the 
greatest export ports in the Far East), become paralysed and unpro- 
ductive once the Red curtain descends upon them. It is safe to 
predict that if Shanghai were to fall into Red hands, after the 
sabotage and pillaging that would precede Communist control it 
would be unsafe for any American or British citizen to remain, and 
what trade still is done through that port would vanish. It is prob- 
able that all public utilities would be put out of commission in- 
definitely, and certain that all local industries that relied upon 
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power and external raw materials would have to close down. The 
damage done to railways and highways and to public utilities and 
industries wherever the Reds have extended their power is incal- 
culable, and would in the most favourable circumstances take 
decades to repair. 

The tragedy of China today is the weakness of its liberal leader- 
ship. There are scores of able Chinese, some educated abroad, 
some in institutions in their own country, who are alive to the 
shortcomings of their Government and the nature of the reforms 
necessary to gain for China her rightful place among the Great 
Powers. It is not, as in the case of Sodom and Gomorrah, impos- 
sible to name a few just men. The trouble is that the just men have 
no influential backing, and no military support. To most Chinese, 
accustomed to centuries of ancestral worship and the pre-eminence 
of family obligations, the idea of civic service or civic duty is 
completely alien. To the average local Chinese during the height of 
prosperity of the International Settlement at Shanghai it was a 
matter for wonderment, not to say incredulity, that British and 
American merchants should devote much of their time, in an 
honorary capacity, to problems of local administration. They found 
it impossible to understand how a British or American civilian 
could assume the duties of Chairman of the Council (equivalent to 
those of Mayor in a British or American city) or Councillor, with- 
out looking for a legal or illegal rake-off. The minority of Chinese 
(in percentage of the population small, but actually quite numer- 
ous) who appreciate and would be willing to undertake civic 
duties, cannot for this very reason secure the confidence and re- 
spect of most of their fellow countrymen. Another serious obstacle 
to reform is the traditional spirit of compromise in China. With the 
exception of the Reds, most Chinese who are at heart in opposition 
to the present Kuomintang leadership are quite prepared to bar- 
gain for positions under terms which, in effect, hamstring their 
activities. ‘The revolt against the Kuomintang evidenced by the 
election of General Li Tsung-jen as Vice-President has been fol- 
lowed, not by a purge of the Party’s inner circle, but by an attempt 
to put the unsuccessful candidate, Dr Sun Fo, back into power by 
re-election as President of the Legislative Yuan, and by the re- 
ported decision of the Generalissimo to nominate Dr Chen Li-fu, 
the power behind the scenes (who is by many regarded as the 
Party’s evil genius), as Vice-President of that body. Thus ‘face’ 
would be saved all round, and the actual leadership of the Govern- 
ment would remain unchanged. 

A dangerous and unpredictable factor in Chinese politics is the 
student body. Chinese educational circles are all seething with 
unrest. Faculties and students alike have been hard hit by the 
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runaway inflation. Many Professors and teachers now earn less 
than a rickshaw coolie. Poor students and those whose families 
have only limited means are reduced to semi-starvation. Student 
discontents are often exploited by the Kuomintang, the students 
being readily roused by anti-foreign propaganda, partly as a result 
of their indoctrination with the late Dr Sun Yat-sen’s San Min 
Chu I which depicts almost every form of foreign activity in China 
as ‘exploitation’. It was the Kuomintang leaders in Hongkong and 
Canton who incited the Cantonese students to participate in the 
anti-British demonstrations which culminated in the looting and 
destruction by fire of the British Consulate-General offices and 
residences and several British business premises on Shameen on 
16 January last. In Shanghai widespread disaffection among the 
students has repeatedly taken the form of anti-American and anti- 
British agitation, and the local Chinese authorities have found it 
necessary to take drastic action to curb Communist activities and 
repeated acts of insubordination. The re-election of Generalissimo 
Chiang as President has been followed, in Shanghai, by a mass 
meeting of university and high school students, more than 10,000 
strong, on the campus of the National Chiaotung University, at 
which effigies of ‘Uncle Sam’ and ‘the Chinese Dictator’ were 
burnt and violent speeches were made accusing the United States 
of rebuilding Japan into a great Power which would again threaten 
China and the world. The demonstrators clamoured for the over- 
throw of ‘American imperialism’ and the ‘Chinese Dictatorship’, 
and charged the Kuomintang with selling out the country. 
Chinese authorities in Shanghai, Nanking, and Peking, where the 
students are so frequently on the warpath, are reluctant to take firm 
action against these youths and girls unless their hands are abso- 
lutely forced, with the result that agitation often attains formidable 
proportions before anything is done to check it. ‘Threats to close 
down universities and colleges whose students are guilty of mass 
insubordination have not been followed up by action, with the 
natural result that the agitators scorn them. 

Communist propaganda flourishes upon popular discontent. 
lhe Reds have a powerful ally throughout China in the continued 
uncontrollable inflation. (The day this article was written the U.S. 
dollar, which in 1937 was worth about Chinese $3.30, was quoted 
on the Shanghai black market at C.N. $1,000,000.) Inflation, for 
which no practical cure has yet been suggested, cannot but breed 
unrest and discontent in every industrial area, and constitutes the 
main factor in thwarting China’s efforts te regain her export 
markets and restrict the drain upon her resources from dispro- 
portionate imports from the dollar and sterling areas. According to 
a statement made to the National Assembly by the Generalissimo, 
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the Chinese note issue on 31 March was C.N. $75,000,000,000,000, 
an increase of $45,000,000,000,000 since the end of 1937. The 
printing presses are still being kept busy, and none of the propo- 
sals so far made for applying part of the American grant to currency 
stabilization appear to have any prospect of success. 


H. G. W. W. 


MANUFACTURING INDUSTRY IN 
SOUTH AFRICA 


HE development of manufacturing industry in South 

Africa has been the result of a series of major, and partly 
unforeseen, events. The initial stimulus came with the discovery of 
diamonds in 1867 and subsequently of gold in 1886. The exploita- 
tion of these two minerals provided the surplus wealth needed for 
the purchase of equipment and materials from abroad. A further 
stimulus towards industrialization was provided by the World 
War of 1914-1918 when, cut off from its normal sources of sup- 
ply, the Union was forced to rely on its own resources and pro- 
ductive capacity. In recent years the second World War has had a 
similar but even more far-reaching effect. 

The importance of the part played by gold in the development 
of the country is hard to overestimate. Whereas in Australia, New 
Zealand, and the United States gold mining soon yielded in im- 
portance to other forms of activity, the economic structure of the 
Union has continued to rest upon gold. Not only is it still the most 
important export commodity, but it contributes to the well-being 
of other branches of economic life in various indirect ways. ‘The 
industry is the principal source of revenue to the Union Govern- 
ment; it pays the highest charges for railway transport, thus en- 
abling the subsidization of other goods carried; and it provides the 
largest individual market for many home-produced goods, both 
agricultural and industrial. Ever since the discovery of gold in the 
Witwatersrand, however, experts have been more concerned with 
the possible future decline in production than with the potentiali- 


ties of the industry. This pessimistic attitude has encouraged the f 
foundation of manufacturing industry in the Union, since it is felt f 


that South Africa should aim at building up an economy which 
would be self-supporting even without the assistance of gold. 
At the present time this is still far from being achieved. 

Although the Union is rich in many of the natural resources 
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necessary for the expansion of industry, there are many disad- 
vantages which adversely affect the development of manufacturing 
industry in particular. Among these may be mentioned the struc- 
ture of the domestic market, the large number but small scale of 
most factories, the inadequate supply of skilled labour, and the 
dependence upon protective duties. 

Until 1939 there was steady expansion of secondary industry 
in keeping with the general development of the country. The out- 
break of war, however, acted as a potent industrial stimulus. Not 
only had the Union to provide various supplies and equipment for 
its armed forces and those of the allies, but also to make good, as 
far as possible, the deficiencies in civilian consumption goods no 
longer obtainable from ovefseas. An enormous expansion in 
manufacturing industry ensued. The value added to the materials 
used in secondary industry rose from {98,145,000 in 1938-39 to 
{186,576,000 in 1944-45, while the labour force increased from 
108,734 Europeans and 172,923 non-Europeans in 1938-39 to 
115,577 and 255,660 respectively in 1943-44. 

The greater part of the increase in production was achieved 
through the extension of existing plants, rather than by the estab- 
lishment of new plants or industries other than those specifically 
devoted to production for war purposes. Among the industries in 
which a large degree of expansion has taken place may be mention- 
ed those producing iron, steel, and metallurgical goods, machine 
tools, automobile parts, rubber goods, canned fruit and vegetables, 
leather goods, cement, and textiles. In the iron, steel, and engin- 
eering industry, although there is still no very high degree of 
specialization, enormous strides were made during the war in the 
production of special steels, high quality castings, wire products, 

1 hand and machine tools, The fruit and vegetable canning, 
leather, footwear, and textile industries were all expanded to meet 
the demands of South African and Allied Forces at home and 
verseas, as well as to bridge the gap in civilian consumption: 
during the years 1940-45, for example, over 9,800,000 pairs of mili- 
tary boots were produced, of which about one-third went to the 
Union forces and two-thirds were exported; the quantity of jam 
produced during the same period increased by 406 per cent, that 
f canned fruit by 96 per cent, and that of canned vegetables by 
540 per cent. 

One of the factors limiting industrial development in the Union 


has always been the inadequate amount of skilled labour available. 


hortage of such labour is a common experience in most countries 
indertaking extensive development plans, but in the case of the 
Union the problem is complicated by the racial structure of the 


population. The existence, side by side, of the two labour forces, 
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European and non-European, divided as a result of racial origin 
rather than of economic earning capacity, has led to the emergence 
of two highly divergent income groups. ‘Whereas in the western 
world the spread between the highest and lowest wages is usually 
about 30 per cent, and seldom more than 50 per cent, in the Union 
it is several hundred per cent.” Thus in 1940-41 the average 
annual remuneration received by a European engaged in manu- 
facturing was {261, and that of a non-European {60. The distinc- 
tion between the use of the two labour forces is fairly clearly 
drawn, although it is not absolutely rigid. Even before the war 
there was a tendency for many semi-skilled operations to be per- 
formed at the same wage by workers of all races, and this was 
accentuated by the war-time drive for increased production. 
Throughout the Union there is still a lamentable deficiency in 
facilities for training European skilled workers, despite the develop- 
ment of new and quicker methods during the war; immigration of 
skilled labourers continues to be encouraged, at any rate during 
the prevailing period of full employment. It is rather upon the 
more economic use of non-European labour, however, that the 
future development of manufacturing in the Union will depend; 
the resources are vast, and have as yet hardly been tapped. The 
question which has recently been raised within the ranks of the 
trade unions will also have to be answered, namely, what should the 
place of non-European labour in these unions be? On the whole, 
those trade unions connected with secondary industry have viewed 
the admission of native workers more favourably than have the 
older-established unions. This is probably because they see 
admission of non-European labour as a safeguard against possible 
future large-scale disturbances of the wage structure. The colour 
question complicates a dispute which might otherwise be viewed 
as a parallel to the development of the semi-skilled unions in 
Great Britain during the latter part of the nineteenth century. 
The low wage rates and the consequent low standard of living 
of the non-European population in the Union react unfavourably 
on the development of industry by limiting the domestic market. 
Great as is the discrepancy between European and non-European 
wage rates, the gap is even wider when the former are contrasted 
with the incomes of natives occupied in subsistence agriculture 
in native areas. Professor S. H. Frankel has estimated that the 
average income of these natives was about {3 per head per occu- 
pied person for the year 1936, and that this had increased to about 
£5 or £6 in 1942-43. With such a low income level, little money 


1 Report No. 282 of the Board of Trade and Industries: Investigation into 
the Manufacturing Industries in the Union of South Africa, First Interim 
Report, 1945. 











—E 


MANUFACTURING INDUSTRY IN SOUTH AFRICA 259 


is available for the purchase of goods other than the barest necessi- 
ties of life, and any substantial increase in the demand for the 
products of industry would have to be preceded by a rise in in- 
come levels. A reasonably high level of demand is maintained by 
the European population, but it must be remembered that at the 
census of 1946 there were only 2,335,460 Europeans in the country, 
as compared with 8,923,398 non-Europeans. 

The future level of industrial production in the Union will de- 
pend upon the level of demand, both at home and overseas. 
Whether or not the Union will be able to maintain its increased 
production in the face of renewed competition is one of the crucial 
problems now facing South African industry. On the whole, it 
seems unlikely that the couritry will, in the near future, become a 
large exporter of manufactured goods. In 1939 manufactured 
articles contributed only just over 4 per cent of the value of total 
exports, and approximately half these went to the adjacent terri- 
tories of South West Africa and Northern and Southern Rhodesia. 
Exports of manufactured goods increased during the war, but a 
large part of these were supplies for the Union and Allied Forces, 
and the demand for such supplies necessarily decreased rapidly 
with the end of the war. Recently, the financial agreement con- 
cluded in October 1947 with the United Kingdom has had certain 
adverse effects on South African trade with the sterling area. 
In effect, the agreement has meant that, since the Union is now to 
transfer gold only to cover its current deficit on commercial ac- 
count with the sterling area, the latter is likely to restrict purchases 
in the Union in order to secure a favourable balance, and thereby 
gold. ‘he Union’s ability to compete in overseas markets is limited 
by the comparative lack of technical skill. Although enormous im- 
provements were made during the war, the level of efficiency is 
still below that prevailing in the main industrial countries, both as 
regards labour and as to the lay-out and equipment of factories. 
It is likely, therefore, that Union manufacturers will have to con- 
centrate upon local markets. 

As regards the domestic market, protective duties have played 
a considerable part in the development of secondary industry. 
Until 1925 South African tariffs were imposed mainly for pur- 
poses of revenue, but when the industrial expansion of the first 
World War was followed by a period of renewed and intensive 
foreign competition, demands were made for a frankly protective 
tariff. ‘he Customs Tariff and Excise Duties Amendment Act of 
1925 imposed just such a system. South Africa was not the only 
country to adopt such measures: in all the Dominions there was a 
demand for the protection of infant industries—tariffs were re- 
garded as a proper and natural defence of domestic interests. The 
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Union has not, however, been as favoured as some countries in 
regard to the necessities for industrial development. There is no 
large and rapidly increasing resourceful population, no large do- 
mestic market, and industrial organization is not by any means 
wholly efficient. The result of this has been that practically all 
manufacturing industry, as well as most agricultural enterprise, is 
dependent on protected or sheltered markets, and the adverse 
effects of protection have been centred upon the industries pro- 
ducing the three basic commodities, gold, diamonds, and wool, 
all of which have suffered from the increased cost of living in- 
volved by such measures. Within the country, protection has been 
recognized as an important factor in rapid industrial growth. The 
Board of Trade and Industries, in the report referred to above, 
considers that, in the long run, South Africa’s industry should be 
made to stand on its own feet, and that protection should be 
greatly reduced. But they also consider that this cannot be achieved 
in the short run. ‘This view was given practical application recently 
when some duties, which had been removed in 1947 to bring down 
the cost of living, were reimposed, since it was found that their 
removal had exposed local industries to outside competition which 
they were not yet in a position to face. 

The view that there is a future for industrial development in 
the Union is borne out by the amount of capital forthcoming for 
development projects. In general, there is a significant long-term 
trend towards national self-sufficiency as regards capital. To 
assist in the raising of capital the Development Corporation of 
South Africa has been founded, the first financial institution in 
the country specializing in industrial finance. The figures for new 
company registrations point to an intensification of activity on the 
industrial front. Whereas 2,073 new companies, with a capital of 
{42,154,000 were registered in 1945, the figures increased to 3,822 
and {103,776,000 respectively in 1946; and during the first seven 
months of 1947 companies with a capital of {69,029,000 were 
registered. Capital and initiative are being drawn not only from 
the Union itself but also from foreign countries. It is the present 
policy of the Government to welcome foreign participation in 
industry provided that this will make a genuine contribution to the 
country’s economy. Thus the Government is unlikely to encourage 
any foreign industrialist to establish his business in the Union if 
he is proposing to make goods of which there is already a surplus, 
such as clothing or footwear. If, however, he is going to make 
something which the Union does not already produce, and is 
likely to do so on an economic basis, he will probably receive 
encouragement. 

Any sound future development of manufacturing industry in the 
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Union must rest upon the rationalization of industry and the con- 
sequent reduction of the high cost structure. As long as the gold- 
mining industry supplies the chief export product and enables the 
country to maintain its present wage structure, the need for pro- 
duction at low cost and for export will not be acutely felt. In order 
to stand on its own feet, and to prepare for the time, so often fore- 
cast by the pessimists, when the gold deposits of the country 
will be exhausted or at any rate appreciably reduced, manufac- 
turing industry must meet and overcome the problems of market- 
ing, demand creation, maintenance of quality, and prompt de- 
livery—in fact, it must achieve a level of general efficiency and 
low-cost production which is able to compete, at home and over- 
seas, with other industrialized countries. 


P.I.J.H. 


TUNISIA—A CONVALESCENT 
PROTECTORATE 


T has been said that little comes to pass in Tunisia, but that 
much has passed that way; that little occurs there normally, 
but that at the same time it has been the scene of some of the 
greatest and most fateful events in history. Situated in a command- 
ing position between the eastern and western basins of the Medit- 
erranean, endowed by nature with some of the finest harbours in 
the world, easily accessible from the north as well as the east along 
a corridor of plains running south-west between the Atlas ranges 
into the heart of the country, and (once the camel had been intro- 
duced from Asia) from the south-east and south-west across the 
steppes and desert plains to the south of them, it has at all times 
offered itself as a tempting prey to invaders by sea and land, 
serving as a meeting-place and a testing- ground of many of the 
great civilizations as well as of the great conflicts of ancient and 
modern times. 

In particular it has been one of the crucial battlegrounds of 
eastern and western civilization. It was the fall of Carthage in 
A.D. 146 that paved the way for the rise of the Roman Empire, into 
which Tunisia was absorbed for four and a half centuries. After the 
Romans came the Vandals in the fifth century and the Byzantine 
Greeks in the sixth-seventh century. With the coming of the Arabs 
in the seventh century Tunisia was swung back once more into the 
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orbit of eastern civilization, in which she has remained ever since. 
The failure of the Emperor Charles V to win back this former 
Roman province of Ifrigiya (as the Arabs call it) in the sixteenth 
century led to the establishment of the Turkish dynasty which still 
rules the country today; and it was not until 1881, with the in- 
auguration of the French Protectorate, that extensive contacts with 
the West were resumed. 

During the first world war Tunisia, like the rest of French 
North Africa, remained undisturbed by the world conflict. But in 
the last war it is no exaggeration to say that for six months 
(November 1942—May 1943) world destinies hung upon the issue 
of the Tunisian campaign in which Allied and Axis forces struggled 
for mastery of the Mediterranean seaboard. 


POST-WAR DIFFICULTIES 


This tragic resumption in modern times of her historic réle of a 
pawn in the struggle of forces far greater than herself has left 
Tunisia (which is naturally the poorest of the three French North 
African territories, and has in addition been visited since 1943 with 
a devastating series of droughts), with a variety and complexity of 
post-war problems even greater than those of Algeria and Morocco, 
which escaped being the scene of actual hostilities, and did not, 
like ‘Tunisia, have to suffer a full-scale German occupation. 

Quite apart from the economic dislocation caused by the cessa- 
tion of imports from France, particularly textiles and agricultural 
machinery, and of coal from Britain, there was first of all the 
actual material damage caused by the war. This was said to be 
equivalent to that sustained by an average French department. 
But it was probably greater in its incidence on Tunisia, owing to 
the latter’s more fragile political and economic structure. Fields 
were mined; and there was extensive damage to roads, bridges, 

railways, rolling stock, motor vehicles, electric installations, and 
many public and private buildings. Most serious of all was the 
damage to the ports. It has been reckoned that about 77 per cent of 
the port and the port installations of Bizerta and 50 per cent of 
those of Sfax and Sousse were destroyed. The port of La Goulette 
also suffered heavily. The export traffic of Sfax, which consists 
largely of phosphates from the Gafsa region, is now once more 
approaching pre-war dimensions. But the traffic of all the other 
ports is still considerably hampered by war damage, and large loans 
are being launched to finance their reconstruction. Develop- 
ment of the social services, particularly in the educational and 
medical field, is also seriously hampered by building shortages. 

The damage caused to the country by the war was not confined 

to the material side. It is true that the problem of the Italian 
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population was greatly simplified. But for the application of 
French naturalization laws after 1923 the Italians would still, in 
1939, have been much more numerous than the French. Down to 
1944 they also had a privileged civil and judicial status tending to 
preserve their national identity; this was now abolished. But the 
war introduced certain complications into the nationalist problem, 


already complicated enough, the effects of which are still visible 
today. 


NATIONALIST PROBLEMS, 1920-1943 


This problem is by no means a new one in Tunisia. Already in 
1920 the newly-founded party of the Destour’ had put forward 
demands for responsible self+government under the Bey, together 
with greater educational opportunities, and more administrative 
openings for Tunisians. In response to their demands the Resident- 
General, M. Saint, instituted in 1922 a reformed Grand Council 
with consultative financial powers, to which Tunisians were 
allowed for the first time to send elected representatives to a 
Tunisian section of 41 members. The French section, which sat 
and voted separately, consisted of 56 members. He also set up 
regional and qaidal councils with limited economic powers in local 
affairs. But these measures were condemned as inadequate by the 
Destour Party. 

In 1934 five dissidents from the Destour founded a new party, 
the Neo-Destour, with Dr Materi as its president and Habib 
Bourguiba as its secretary-general. Unlike the Old Destour, which 
was mainly upper middle class in outlook, its followers belonged in 
the main to the artisan class. It was also far more westernizing in 
its tendencies, and socialist legislation was included in its pro- 
gramme. 

After the fall of the Popular Front Government in June 1937, 
the attitude of the Neo-Destour became increasingly violent. 
Finally, riots broke out early in 1938 in Bizerta and Tunis, which 
led the French authorities to proclaim a state of siege and dissolve 
the party. Many of the leaders, including Habib Bourguiba, were 
arrested. Though the Old Destour had formally dissociated itself 
from the agitation, it too was dissolved at the beginning of 1938. 

There seems to be no doubt that after the actual occupation of 
Tunisia by the Germans in November 1942, and during the 
Tunisian campaign itself many Tunisian Arabs collaborated 
actively with the Germans. As against this, however, must be set 
the fact that the Tunisian nationalist leaders, and Habib Bour- 
guiba in particular (both while in prison at Marseilles and after his 
release from there by the Germans in November 1942), showed 


* *Destour’ means constitution. 
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remarkable firmness, in spite of past differences with the French, in 
resisting Axis overtures and declining to take up an attitude of 
positive hostility towards the French administration. 

The attitude of the Bey, Sidi Moncef, who succeeded to the 
throne in June 1942, has been, and still is, the subject of much con- 
troversy. In May 1943 he was deposed by General Giraud, on the 
ground that his continued presence on the throne would ‘prejudice 
the external and internal security of the Regency’, and replaced by 
the heir apparent, Sidi Lamine. He has been accused of collabora- 
tion with the Germans. But his numerous supporters, who are by 
no means all Moslems and include some Frenchmen of note, 
maintain that this is not true, and that his deposition constituted 
not only a grave political error but a serious injustice. In effect, 
whilst it is probably true that the Bey had the interests of the 
Tunisians more at heart than those of either the Allies or the 
Axis, and was ready to profit to a certain extent by French em- 
barrassments, there is considerable evidence to show that he did 
all in his power to resist German pressure over a number of quite 
important matters. 

Though the decision of the French authorities to depose Sidi 
Moncef is understandable in the circumstances, since all the facts 
of the case did not then appear to be known and it would obviously 
have been difficult to have dealt with other Tunisian collaborators 
while maintaining an apparently collaborationist Bey on the throne, 
there seems little doubt today that they stored up more trouble for 
themselves than they avoided by this decision. An exile at Pau, 
Sidi Moncef has now become a national hero and martyr, and the 
demand for his restoration has become one, and by no means the 
least important, of the issues dividing the two Destour parties and 
the French administration and preventing active co-operation 
between them. 

Franco-Tunisian relations were also complicated after the 
liberation of Tunisia by the vexed question of how to deal with the 
rank and file of Tunisian collaborators. Penal action of some kind 
was certainly necessary, particularly in view of the fact that the 
war was not yet over and that North Africa continued to be an 
important base of operations. But it seems to have been somewhat 
severe in character, and undoubtedly caused serious discontent 
amongst the Tunisians, which still further aggravated a difficult 
situation. 

Another embarrassing post-war legacy for the French admini- 
stration was the position of the Communist Party and its relations 
with the nationalists. As elsewhere in French North Africa, the 
Communist Party in ‘Tunis contained Moslem as well as European 
members, and the numbers of these swelled considerably during 
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the first six months after liberation, largely, it would appear, 
because of the continued ban on the legal existence of the Destour 
parties. A somewhat artificial situation was thus created, in 
which the Communist Party assumed disproportionate importance 
in its role of guardian and exponent of nationalist claims, and this 
almost certainly helped to pave the way later on for the rise of a 
new and powerful trade union organization, the U.G.T.T. 
(Union Générale des Travailleurs Tunisiens), which was formed at 
the beginning of 1946 from a secession of the majority of Tunisian 
workers from the Communist-dominated C.G.T., and which must 
be considered today as one of the most powerful nationalist 
organizations in ‘Tunisia. 


GENERAL MAST’S REFORMS 


At the end of 1943 the severity of the military and administrative 
controls imposed after the termination of hostilities was relaxed. 
Several thousands of arrested Arabs were released from prison and 
an extensive programme of political and social reforms was 
announced by General Mast, the Resident-General. In July 1943 a 
commission had been appointed to study the throwing open of 
more administrative posts to Tunisians, and General Mast now 
solemnly pledged himself to ‘pursue a policy bringing the Tunisian 
élite into the Government’. This statement was followed by the 
introduction of measures destined to give immediate practical 
application to a decree passed in June 1937 giving access to public 
posts on equal terms to Tunisians and Frenchmen; by the insti- 
tution of a new Tunisian Ministry of Social Affairs with a Tunisian 
at its head; by a decree re-establishing, together with the addition 
of a new sixth Region, the pre-war regional organization of Tunisia, 
with its elected regional councils which had been abolished after 
the Tunisian campaign in favour of more absolute and centralized 
control; by a reform of the Grand Council, to consist henceforth of 
two equal French and Tunisian sections of 53 Members each with 
increased consultative powers, not confined as before to financial 
and economic matters only; by a certain relaxation of the censor- 
ship régime; and by the institution of an elected municipal council 
for ‘Tunis, destined to be a model for others in the Regency, com- 
posed half of French and half of Tunisian members. 

In order to give a solid foundation to these reforms a great effort 
was also made in the sphere of Moslem education, in which con- 
siderable progress was achieved, despite serious difficulties arising 
out of shortage of buildings—a situation much aggravated by war 
damage—which in turn reacted on the question of the recruitment 
of teachers. 


Parallel with these educational reforms an attempt was also made 
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to develop a policy of ‘paysannat’, defined in official documents as 
‘the sum of those technical enterprises and legislative, administra- 
tive, and financial measures by which public authority and private 
initiative, concentrating their efforts towards ends of social 
utility, seek to carry to their highest fruition the labours of 
agriculturists and the resources of the land’—the policy in Tunisia 
applying particularly to ‘that part of those enterprises relative to 
the land held and cultivated by the fellahin’. In February 1944 a 
‘Council of Paysannat’ was accordingly set up, and a general plan 
of action sketched out, to the tune of 2 milliard francs, together 
with an initial five-year plan at an estimated cost of 618,050,000 
francs. 

In order to understand the full implications of the problem it is 
necessary to consider the general demographic and economic 
position of ‘Tunisia, as well as the special position of the collective 
lands of the centre and south. Like the rest of French North 
Africa, Tunisia suffers today from growing pressure of population 
on the land. This is due primarily to the rapid increase of the 
population since the advent of the French. In 1881 the Tunisian 
population is generally considered to have numbered about a 
million. Today it is nearly 3 million, and the annual rate of 
increase for the last ten years has been 60,000 a year, or 24 per 
cent of the total population, a rate proportionately higher than that 
of the rest of French North Africa and even surpassing that of 
pre-war Japan, one of the highest known. Four-fifths of Tunisia’s 
production is agricultural, and in spite of a recent drift to the towns, 
which has resulted in a 10 per cent decrease in the rural population 
during the last ten years, 67 per cent of the country’s population 
remains rural. There seems little prospect of either industry or 
mining assuming much greater importance in the future; for 
though Tunisia is rich in phosphates, they have a much lower 
phosphoric content than those of the rest of French North Africa, 
particularly those of Morocco, which compete with them in the 
world market; whilst industry is permanently hampered by shortage 
of hydraulic power as well as by lack of coal. The solution of the 
demographic problem therefore has to be sought almost entirely 
through an increase in agricultural production calculated to meet 
the growing demand for food, and particularly cereal food (the 
basic diet of the population), sufficient to feed the hungry mouths 
that clamour for it. 

European colonists in Tunisia, who comprise about 3,000 land- 
owners out of a total European population of some 240,000, own 
just over 1 million hectares of land, principally in the compara- 
tively well-watered districts to the north of the Great Dorsal. Just 
under half this area is owned by French colonists, practising for 
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the most part large-scale cereal cultivation on a dry-farming basis. 
The remainder is occupied chiefly by Italian smallholders, who are 
viticulturists. ‘The total colonized area amounts to about half the 
lands of the north, and a tenth of the total cultivable area of Tunisia, 
which is estimated at 9 million hectares. From the Tunisian point 
of view it is of course clear that the areas acquired by the colonists 
are so much land removed from the possible scope of future 
‘paysannat’ schemes for the settlement of ‘Tunisian smallholders. 
On the other hand it has to be borne in mind that the cereal yields 
of the colonists in Tunisia, as elsewhere in North Africa, are about 
twice those of the great mass of Arab cultivators (averaging eight, 
as against four, quintals a hectare), not only because of the generally 
richer nature of their land, but also because of their more efficient 
methods of farming. They thus contribute in normal times about 
half the country’s average annual cereal production of 6 million 
quintals, whilst the viticulture of the Italians also contributes 
materially to its wealth, even if it detracts from a potentially 
greater output of cereals. 

Whatever the pros and cons of the situation, there is now no new 
land for settlement in the north, apart from a small amount con- 
fiscated from politically suspect Italians since the war. For this 
reason, although the ‘paysannat’ programme drawn up in 1944 
provided for certain big hydraulic schemes in northern ‘Tunisia, as 
well as extensive drainage projects and many minor hydraulic 
improvements, its main concern was with the central and southern 
steppe regions of Tunisia. ‘These ‘disinherited’ areas (which must 
be sharply distinguished from the fertile belt of land known as the 
Sahel, devoted chiefly to olive and fruit-tree cultivation, which 
flanks the eastern coast of Tunisia from a point just north of Sousse 
to about half-way between Sfax and Gabés) cover nearly three- 
quarters of the surface of the country, and contain a predominantly 
nomadic population numbering some 14 million, or about half 
that of the Regency. This nomadic population, like that of the rest of 
the country, is increasing rapidly, and the problem of its subsist- 
ence is therefore becoming serious, since present pastoral methods 
of existence, even when combined in years of good rainfall with a 
certain amount of extensive cereal cultivation and seasonal employ- 
ment in the north and the Sahel, are becoming increasingly inade- 
juate to maintain even the present primitive standards of existence. 

In Roman times large parts of the central steppe regions of 
Vunisia, lying between the Great Dorsal and the Chotts, knew a 
prosperity which they have never since recovered, following the 
irruption, in the eleventh century, of successive waves of camel- 


nomads from Tripolitania, led, dominated, and assimilated by 


some of the most ruthless Beduin of central Arabia, the Hilal, and 
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Soleim. After the whole area had been devastated and laid waste 
by these tribes, they finally converted it into collective pasture 
land for their flocks. Regular cultivation, and with it sedentary life, 
was thrown back to the Sahel, and it is only today, under the new 
Pax Romana brought by the French, that the latter is slowly 
recovering, from a largely man-made waste, what was lost to it so 
many centuries ago. 

Largely as a result of past conflicts between nomad and sedent- 
ary populations, the Tunisian steppes have one of the most con- 
fused systems of land tenure in the world. In particular there is a 
vast amount of Aabus land (theoretically inalienable land belonging 
to religious foundations) and collective titles are vague and in- 
secure. It is therefore generally recognized by the French that 
this situation must be cleared up before there can be any extensive 
application of schemes destined to fix the nomads to the soil by 
projected ‘peasant centres’ designed to develop later on into real 
villages and communes. 

Enough legislation was in fact passed in Tunisia before 1939 to 
make this theoretically possible. But in practice it had been very 
little applied, chiefly because of the expense involved. The present 
problem therefore remains, as before, largely one of its application. 
At first the land legislation passed under the Protectorate aimed 
chiefly at furthering the colonists’ interests by making it easy for 
them to acquire land. But gradually the emphasis changed, and 
decrees passed in 1918 and 1935 had as their express object to 
guarantee the inalienability, and therefore in effect the protection 
from European colonization, of the collective tribal lands, first, 
in 1918, of the military territories south of the Great Chotts, and 
later (1935) of the civil regions of the steppes. 


The main efforts of the administration in these areas since 1944, | 


apart from the clarification of the land system, appear to have been 
directed towards certain definite objectives. These are: (i) the 
development of ‘peasant centres’ like of those of Khasserine, 


Sbiba, and Hadjeb-el-Aioun, which had been inaugurated just |7 
before the war, based partly on irrigated cultivation, partly, like so | 


many of the former Roman settlements, on olive-tree cultivation 
on a dry-farming basis; (ii) preparatory work leading to the inaug- 
uration of other ‘peasant centres’, some of them pastoral in 
character; (iii) the improvement and extension of artesian wells in 
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the south; and (iv) a good deal of unspectacular but very important | 


work concerned with the development of minor hydraulic under- | 


takings (ordinary wells, rain-water wells, small barrages, etc.). 
Unfortunately this work has inevitably been hampered by the 

five-year drought of 1943-7, which has caused widespread misery 

and destitution all over the steppes, the more so since the Sahel has 
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also been affected, thus shutting out all possibilities of seasonal 
employment in this area. The average pre-war cereal harvest in 
Tunisia was 6 million quintals. Between 1943 and 1947 it was about 
3 million quintals, falling in 1945, the worst year of all, as low as 
1,483,000 quintals, and but for extensive imports from France 
distress would have been even greater than it was. 

This distress no doubt aggravated nationalist feeling, which in 
any case declared itself unsatisfied by General Mast’s reforms. 
Following the flight of Habib Bourguiba to Cairo at the end of 1945 
the leadership of the Neo-Destour party devolved on Salah Ben 
Youssef, its former secretary-general, and in August 1946 he 
summoned a meeting in Tunis of all the nationalist parties and 
groups, including the U.G.T.T., at which a resolution was unani- 
mously passed condemning the Protectorate régime and demand- 
ing complete independence. After this the meeting was somewhat 
abruptly broken up by the entry of the police, who arrested the 
principal nationalist leaders. 

A few weeks later, however, they were released, and in Sep- 
tember 1946 General Mast announced a new series of political and 
administrative reforms. These provided for equality in numbers of 
French and Tunisians in the central Government, effective powers 
being given to the latter; increased access of Tunisians to high posts; 
suppression of the judicial powers of the qazds; abolition of the 
regional controllers with a view to increasing the administrative 
powers of the gaids; a cessation of methods of direct rule sometimes 
practised by French authorities during the war; more budgetary 
powers for the Grand Council, and a more democratic franchise for 
the Tunisian section of the Grand Council; an extension of elected 
municipalities in the towns; reorganization of the ‘Conseil 
Supérieur’, a body composed largely of officials, created in 1934 to 
leal with differences arising between the Residency and the Grand 
Council; and the creation of an administrative tribunal. 

In March 1947 General Mast was succeeded as Resident- 
General by M. Mons, to whom the task thus fell of implementing 
these reforms. One of his first acts was to abolish the censorship o 

the press, which at once served to introduce a more liberal atmos- 
ere. He also engaged in conversations with the Destour leaders 
W vith a view to forming a nationalist Ministry. But negotiations broke 
own owing to the refusal of the leaders of both the Destour and 
the Neo-Destour to accept the continued existence of Tunisia as 
1 French Protectorate or its entry into the French Union, and to 
their insistence on the return of Moncef Bey. In August 1947 M. 
\ions therefore formed a Tunisian Ministry composed of moderate 
elements with no marked party leanings. 
This decision marked a considerable measure of constitutional 
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reform. The existing position was that there were only three 
Tunisian Ministers, the Prime Minister, the Minister of Justice, 
and the Minister of Social Affairs. All the other Departments of 
State were presided over by French directors. By the decrees 
establishing the new Ministry all the French directorships except 
those of Education, Finance, and Public Works were abolished, and 
all the rest of the administrative departments placed under 
Tunisian Ministers, of whom there were now five, for the depart- 
ments of Justice, Commerce, Public Health, Labour, and Agri- 
culture respectively. The new Ministers were assisted by French 
Councillors, whose agreement to Ministerial propositions had to 
be obtained, and in the event of differences these had to be resolved 
by a newly instituted ‘Cabinet Council’ presided over by the Prime 
Minister, composed partly of Tunisian Ministers and partly of 
French officials. The Prime Minister, M. Kaak, a distinguished 
lawyer, was placed at the head of the Department of Justice. At the 
same time the existing six Regions of ‘Tunisia were, as promised 
by General Mast, abolished, together with their French regional 
controllers, and the gaids placed directly under the authority of 
the Prime Minister. 


BUDGET DIFFICULTIES, 1947-1948 


Unfortunately economic distress, aggravated by a fifth year of 
drought and growing inflationary troubles, soon overshadowed 
political developments. There seems no doubt that it was these 
factors which were mainly responsible for the unhappy events at 
Sfax in July 1947, when a strike organized by the U.G.T.T. for a 
higher minimum wage than that recently conceded by the Govern- 
ment led to outbursts of violence which had to be put down by 
force; and the whole question of the economic impasse into which 
the country was rapidly drifting was brought to a head by the 
Budget debates in the Grand Council at the end of 1947. 

In his opening speech M. Mons explained that there was a 
deficit of 2 milliard francs to be met by increased taxation, in a 
total Budget of 10 milliard francs. Tunisia, with a large adverse 
trade balance, mounting inflation, and a war damage bill which 
would amount at the end of 1948 to 44 milliard francs (four-fifths 
of which would ultimately be paid by France but to which the 
Tunisian Government had so far contributed more than its share), 
was ‘a country in convalescence’, and this convalescence itself 
ran the risk of being compromised by the implacable climatic mis- 
fortune which was afflicting the Regency. Consequently social 
programmes would have to be cut and new taxes raised. These 
were to consist chiefly of agricultural taxes, which were in many 
cases tripled and quadrupled, on olive, palm, fruit-tree, and market 
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gardening products generally, on all cultivated land, and on live- 
stock. In addition there were to be higher import duties and 
increases in the taxes on petrol, tobacco, and salt. 

This announcement caused something like a minor crisis in the 
Grand Council. Heavily bombarded by protests from all over the 
country, the Tunisian Section refused to sit and elect its commis- 
sions until further explanations had been offered. Objection was 
raised in particular to increased taxation of agriculture, already so 
sorely tried by five years of drought, when at the same time it was 
proposed to create 1,171 new administrative posts and when a large 
part of the budgeted increases in expenditure, amounting to just 
over 1 milliard francs, was concerned with the costs of administra- 
tion itself. All this, it was pointed out, was in spite of the fact that 
for some time a reduction in the number of officials employed by 
the Residency (17,045) had been promised, and a special com- 
mission, the ‘Mission Escoube’, had been appointed to go into 
the whole question. 

In defence of its proposals the Administration argued that the 
increased administrative expenses were mainly directed towards 
curbing the rising cost of living; that in so far as they were due to 
growing administrative activity this was related to the vital 
economic and technical equipment of the country; that there was 
only a net increase of 750 posts, costing 108,794,000 francs, and 
amounting to only 4 per cent of the actual number of officials, 
since 466 posts had at the same time been abolished; that the new 
ones had been added mainly to the services of education (545) and 
justice (169); and that it was the intention to suppress still more 
posts in the course of 1948, a provisional credit of 350 million 
francs having been allowed for this in the Budget. Finally, it was 
argued that agricultural interests were undertaxed in relation to 
those of the rest of the population, particularly those of the wage- 
earners, having dropped from 30 per cent of the total Budget in 
1924 to 3 per cent in 1947. 

In the end, following informal discussions between Tunisian 
members of the Grand Council and the Resident, the Tunisian 
Section agreed to sit and elect its commissions; whilst the Resident, 
for his part, promised to appoint two commissions, in which 
members of the Grand Council would be represented, one to study 
the question of the future distribution of domain lands, the other 
that of a reduction in administrative expenses. A comprehensive 
debate on the Budget having failed to produce agreement, however, 
the Resident then dissolved the Grand Council, and announced 
that there would be a provisional three-monthly Budget, drawn up 
by the Administration, whose total expenditure would be somewhat 
less than a quarter of the original Budget scheme. 
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Since the beginning of 1948 discussion has raged over the ques- 
tion of whether the number of officials is really too big or too small 
in relation to Tunisia’s needs as a modern State; what they should 
be paid; and in particular whether the so-called ‘Flandin Charter’, 
applied to Tunisia in 1919, should be maintained. This Charter 
decreed that officials in Tunisia should be paid the same salaries as 
those in France, together with a bonus of 33 per cent. The majority 
of French opinion was for its maintenance, the majority of 
Tunisian against it. The left-wing French press, as well as 
nationalist organs, also took the line that the crisis in the Grand 
Council showed up the need for fundamental constitutional 
reforms, involving at once a more democratic Grand Council 
endowed with greater powers, which should be initiated by the 
immediate abolition of the ‘Conseil Supérieur’, and a recasting of 
the whole administrative system with a view to wholesale sub- 
stitution of French by Tunisian officials. 

A somewhat curious situation was produced by a Paris decision 
applied to Tunisia at the beginning of April, that although the 
33 per cent bonus should be maintained for officials there, all those 
with salaries below 96,000 francs a year (i.e. the lesser officials) 
should have them reduced. This decision in fact affected Tunisians 
more than Frenchmen, since there were so many more Tunisians 
in minor than in major official employment. Nevertheless, the 
U.G.T.T., representing the great majority of Tunisian employees, 
refused to join a three-day protest strike of French officials and 
railwaymen, held on 13-16 April, against the new proposals, 
mainly because the latter took their stand by the Flandin Charter. 

The present position as regards official salaries remains obscure, 
since discussions still seem to be going on about them in Paris. 
Meanwhile M. Mons has tried to meet some of the left-wing and 
nationalist demands by abolishing the ‘Conseil Supérieur’ and 
substituting for it a Mixed Commission of twenty-four members 
drawn in equal numbers from the French and Tunisian sections 
of the Grand Council, to which in future will be entrusted the task 
of arbitrating on differences between the two Sections of the Grand 
Council. 

Thus Tunisia’s convalescence continues, in none too easy con- 
ditions. But prospects for the future would appear to be brighter 
than they were, owing, on the one hand, to the presence of a Resi- 
dent-General with a consummate capacity for negotiation and 
conciliation in times of stress, and, on the other, to the appearance, 
for the first time for five years, of something like an adequate rain- 
fall during the winter months of 1947-8. 


S. E. C. 
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